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Agenda 

• First Steps: Preparing for Separation 
 

• Turning Savings to Income: Post-Service Withdrawals 
 
• Leaving Your Legacy: TSP Death Benefits 

 
• Putting It All Together: Retirement Income Scenarios 
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PREPARING FOR 
SEPARATION 

First Steps 

As of October 1, 2014 



Your plan, your future 

• How can I maximize my savings during my 
final years of employment? 

• What if I have a loan outstanding? 
• Should I remain in the TSP or seek other 

investment opportunities? 

As of October 1, 2014 



Contribution Considerations 

• The limits on your TSP contributions are 
annual limits 

• It is permissible to contribute the maximum 
amount over less than the full tax year 

• If you embark on a second career, your 
TSP contributions will be aggregated with 
contributions to other employer plans 
made during the same calendar year  

As of October 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 March 14, 2014 



Loan Considerations 

• TSP loans can be settled before or within 90 days 
after separation 

• Options 
• Reamortize or make additional payments before 

separation 
• Report a taxable distribution of the unpaid balance  

• TSP declares taxable distribution upon expiration of the 90-day 
grace period and reports to IRS 

• Participant can accelerate the distribution by signing “intent not 
to repay” 

• See tsp.gov/planparticipation or the TSP booklet, 
Loans, for more information 
 

As of October 1, 2014 



Age-Based Withdrawals  

• Participants age 59½ or older may take a 
lump sum withdrawal (one-time only) while 
still in service 

• Minimum withdrawal is $1,000; maximum is 
entire vested account balance 

• All or any portion may be transferred to an 
IRA or another eligible employer plan 

• See the instructions for Form TSP-75, Age-
Based In-Service Withdrawal Request,  for 
more information 

As of October 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 

*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 October 1, 2014 



Long-term Effect of Paying Less to Invest  
 

*Source: Highlights January/February 2013 

(Assumes 7% annual rate of return) 
As of October 1, 2014 



Personal Data 

• Before separating, ensure that all personal 
data on file with the TSP is correct 

• Report errors to your agency for correction 

As of October 1, 2014 
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POST-SERVICE 
WITHDRAWALS 

Turning Savings to Income 

As of October 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 October 1, 2014 



Post-Service Options 

• 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 October 1, 2014 



Leaving Money in the TSP 

• Leaving Federal service doesn’t mean you have to leave the TSP -your TSP 
account is an asset you can keep for life 

• You can’t contribute from retired pay, but you can still transfer or roll in 
money from traditional IRAs or eligible employer retirement plans 

• You can stay invested in any combination of TSP funds, get market returns, 
and defer income taxes during retirement 

• By April 1st of the year following the year you become 70½ and are 
separated from service, you must begin to take required minimum 
distributions from your TSP account, to include Roth balance 
– Participant may retain the account for life as long as the balance 

remains above $0.00 
• Stay in touch – You are responsible for updating your address when needed 

• Use the TSP Account Access section of the TSP website 
• Call the TSP ThriftLine, or  
• Submit Form TSP-9  

As of October 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 October 1, 2014 

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


Combining TSP Accounts 

• Participants with civilian and US TSP accounts can request 
that the two accounts be combined after separation from 
service 

• Only the account related to the separation can be transferred 
• TSP accounts cannot be combined after a full withdrawal 

request has been processed for the “from” account 
• Tax-exempt balance in a uniformed services account cannot 

be transferred to a civilian TSP account 
• If married and transferring the uniformed services account to 

a Civil Service Retirement System (CSRS) account, notarized 
spousal consent is required 

• See the instructions for Form TSP-65, Request to Combine 
Civilian and Uniformed Services TSP Accounts, for more 
information,  

As of October 1, 2014 

https://www.tsp.gov/PDF/formspubs/tsp-65.pdf


Partial Withdrawal 

• Allows you to take a partial distribution while 
continuing to enjoy the low costs and other 
advantages of TSP participation 

• Provides an opportunity to transfer a portion of 
your TSP account to an IRA or another qualified 
plan  

• Participants should discuss all options with tax or 
financial professional before making withdrawal 
decisions 

• See the instructions for Form TSP-77, Request for 
a Partial Withdrawal When Separated, for more 
information 
 

 
 
 

As of October 1, 2014 



Partial Withdrawal Attributes 

Features Partial Post Service Withdrawal 
 

Eligibility Separated 
Withdrawal Restriction One time 
Minimum Limit $1,000 

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

Yes 

Federal Tax Withholding  20% of amount not transferred   

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

10% if applicable 

Transfers from Traditional TSP to Traditional IRA  or 
Eligible Employer Plan 

Tax-deferred  

Transfers from Traditional TSP to Roth IRA Taxable 

NOTE: If you made an age-based in-service withdrawal, you are not eligible to make  
a partial withdrawal after separation.   As of October 1, 2014 



Full Withdrawal Components 

• Your TSP “full withdrawal” comprises any 
one, or any combination of: 
• Monthly payments 
• TSP life annuity 
• Single payment 

As of October 1, 2014 



Monthly Payments 

• Participant may request any percentage of 
the account balance be paid in monthly 
payments 

• Monthly payment amount 
• “Compute my payments” based on life 

expectancy 
• Fixed dollar amount (minimum - $25) 

As of October 1, 2014 



Changes to Monthly Payments 

• Participant may submit  
• Form TSP-73 to request a change in monthly 

payments (October 1-December 15) 
• Form TSP-78 to request a change in the way 

your monthly payments are handled 
• Form TSP-79 to request a change from 

monthly payments to a final payment 

As of October 1, 2014 



TSP Life Annuity Options 

• Single Life 
• Level or Increasing Payments 
• 10- year Certain 
• Cash Refund 

• Joint Life with Spouse 
• Level or Increasing Payments 
• 50% or 100% survivor benefit 
• Cash Refund 

• Joint Life with Other Survivor having an insurable interest 
• Level Payments only 
• 50% or 100% survivor benefit 
• 100% survivor benefit not available if joint annuitant is more than 10 

years younger 
• Cash Refund  

NOTE: Use the retirement income calculator  at tsp.gov to estimate annuity payments 

 
As of October 1, 2014 



Single Payment 

• Participant may request any percentage of 
the account balance as a single payment 

• Gives participants an opportunity to 
transfer a portion of their account to an 
IRA or another qualified plan  

• Participant should discuss all options with 
tax or financial professional before making 
withdrawal decisions 

As of October 1, 2014 



70 

Mixed Withdrawal Options 

Form TSP-70 

As of October 1, 2014 



Pro-Rata Distribution Rule 

•All withdrawal options will be paid 
proportionally (pro-rata) from each balance 

 
•Investment fund balances 
•Traditional and Roth balances 
•Taxable and tax-exempt balances 

As of October 1, 2014 



Tax Treatment of Payments* 
 
 
 
 
 
 
 

Type of Payment Eligible for 
transfer or 
rollover? 

Federal Tax  
Withholding rate 

Monthly payments for 10 years 
or more 

No As if Married w/3 (may be 
decreased or waived) 

Monthly Payments based on life 
expectancy 

No As if Married w/3 (may be 
decreased or waived) 

Monthly payments for less than 
10 years 

Yes 20% (mandatory) unless 
transferred 

Lump sum distributions: Age-
based, Partial, and Single 
payment withdrawals  
 

Yes 20% (mandatory) unless 
transferred 
 

*See the TSP tax notice, Important Tax Information About Payments From Your TSP Account, 
for more information 

As of October 1, 2014 



Changing Payment Scenario 

• BEFORE (2013)  
• Opening balance -  $105k 
• Monthly payment - $800 
• Estimated number of 

payments - 132 
• Payment type - periodic 

payments 
• Withholding- As if married 

w/3 
• Net monthly pmt - $800 

 

• AFTER (2014) 
• Opening balance - 

$100k 
• Monthly payment - $850 
• Estimated number of 

payments - 117.6 
• Payment type - eligible 

rollover distribution 
• Withholding (20%) - 

$170 
• Net monthly pmt - $680 

As of October 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 
 



FERS, FSPS, &    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 & FSRDS    Spouse is entitled to notification Whereabouts 
    by the TSP of the participant’s unknown 
    withdrawal election  TSP-16 or  
                                                                                          TSP-U-16                                                                                
   required 
 

Classification         Requirement*             Exceptions** 

Spouses’ Rights 

*  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 As of October 1, 2014 



Required Minimum Distributions (RMD) 

• Participants age 70½ and separated must receive 
(and pay taxes on) income from the TSP every 
year 

• The minimum amount of income (the “RMD”) is re-
calculated annually 

• First year RMD must be received by April 1 of the 
year following the year you turn 70½. Subsequent 
RMDs must be received by December 31 every 
year 

• See the TSP tax notice, Important Tax Information 
About Your TSP Withdrawal and Required 
Minimum Distributions, for more information 

As of October 1, 2014 



Source: Important Tax Information About Your TSP Withdrawal and Required Minimum 
Distributions 

Uniform Lifetime Table 

As of October 1, 2014 



Finally . . . 

• Married participants must print their withdrawal form from the TSP 
website 
– Provide notarized participant and spousal signatures 
– Return the withdrawal request to the TSP for processing  

• Consider using the online wizard to complete your withdrawal form 
• Withdrawal forms should not be submitted until you are officially 

separated  
• All withdrawal options will be paid proportionally (pro-rata) 
• Remember to stay in touch – you are responsible for updating your 

TSP address once you are separated 
 

 
As of October 1, 2014 



TSP DEATH BENEFITS 
Leaving Your Legacy 

As of October 1, 2014 



Your plan, your future 

• Who would I like to pass my TSP money 
to when I die? 

• How will my beneficiaries be paid (and 
taxed) on my death benefit? 

As of October 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 October 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 October 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 October 1, 2014 



RETIREMENT INCOME 
SCENARIOS 

Putting It All Together 

As of October 1, 2014 



Gary 

• Gary, age 70, has been retired and living 
comfortably on his CSRS pension. He will 
soon be required to start receiving income 
from his TSP, but he would like to take 
only the required minimum amount. 

• Goals: postpone income; preserve 
maximum wealth for beneficiaries 

As of October 1, 2014 



Jamie 

• Jamie is retiring at age 60. She believes 
her FERS/FSPS pension and Social 
Security would support her retirement 
lifestyle if only she could eliminate her 
mortgage payments. 

• Goals: pay off mortgage  

As of October 1, 2014 



Jon 

• Jon, an air traffic controller, will be retiring 
at age 54. He wants to begin receiving 
income from his TSP as soon as possible, 
in order to travel and enjoy his retirement 
while he is still young. 

• Goals: immediate income; avoidance of 
early withdrawal penalty 

  

As of October 1, 2014 



Dallas 

• Dallas, age 62, is retiring with 12 years of 
FERS/FSPS-covered service. He won’t 
receive enough income from his pension and 
Social Security payments to cover his basic 
living expenses. Fortunately, Dallas 
transferred his 401(k) accounts to the TSP, 
and he believes his savings will make up for 
the shortfall. 

• Goals: guaranteed income for living 
expenses; excess funds available for 
discretionary spending 

As of October 1, 2014 



Grace 

• Grace is a single mother. When she retires 
next year, her son will be just 12 years old. 

• Goals: retirement income from TSP; provide 
for her child in case of her untimely death 

As of October 1, 2014 



Barb 

• Barb is retiring at age 66.  She is not sure 
whether she will need income from the 
TSP to maintain her retirement lifestyle. 
Her two grandchildren are approaching 
college age, and she hopes to help with 
their education funding. 

• Goals: income available if needed; cash 
available for gifting 

As of October 1, 2014 



To Help Your Transition Go Smoothly…… 

• Read the withdrawal booklet and tax notice 
• Ensure that personal (indicative) data on file with the 

TSP is correct 
• Make sure your agency reports your separation to the 

TSP 
• If you have a TSP loan, it must be repaid or declared a 

taxable distribution before your withdrawal can be 
submitted and processed 

• Use the online withdrawal wizards to ensure that forms 
are complete and in good order – and keep a copy for 
your records 

• Notify the TSP any time your mailing address changes 
As of October 1, 2014 



QUESTIONS??? 

As of October 1, 2014 
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