
Legislative Changes to the 
Thrift Savings Plan 

The lkrift Savings Plan :Enhzncement ,4ct of 
2009 (PL. 1 1 1-3 1, 'Xtle I) (Act) uias signed 
into law on June 22,2009. its provisions 
represent the culminatioa of poliq- work con- 
ducted over the past two yeak by the Federd 
Retirement Thrifi Investment Board (Agen- 
cy!. Foliowing enactment of the Pension Pro- 
tection .Act of 2006 (allowing similar changes 
to private sector 401 (k) plans), the Agency 
sent a legislative proposal to the Congress on 
July 10, 2007, seeking automatic enroilment 
of Federal err~ployees and members of the 
uniformed services and authority to change 
the 'Thrift Savings Plan (TSP) default fund for 
new enrollees from the Government Securities 
Investment (G) Fund to a11 *age-appropriate 
Lifecycle (I-,) Fund. Legislation to accomplish 
chese goals (p1~t.s others added in the U.S. 
House of ~~~resentatives) was j-ntroduced 

i and subsequently passed in .the House (H.R. 
" 

1108) in rht: 110th C o n p s .  However, H,.R. 
1 108 was not acted upon by the T-J.S. Senate 
before the ?id of the 1 10th Congress. 

Legisiation was re-introduced during the 
I 1 l th  Corlgress. &s new bill: H.R: 1256, 
which. did not inciude rhe L Pund defa~~it 
provision, but did indude other TSP provi- :: . :fim , ?,!I 

sions described below, was approved by the 
6 

, - 
. I,.. *,. 

t .,- . . ,-,. , +,)y Congress and signed into law by the President 
3 - . .  ,?.:;;.ct8..> 
i ,  on June 22., 2009. 

Immeediate Agency Corz~.butions 

The Act eliminates the waiting period for em- 
ployees covered rsndeq the Federal Enlployees' 
hiirement System (FEU) (md equivalent 
Federal retirement systenx) to reczive Agenq- 
Automatic (1 %) and Agency .Matching Con- 
tributions. 

'There axe two populations of Federd employ- 
ees aiFected by this provision: all FERS em- 
ployees who are newly hired or rehired after 
the ACT T Y ~  signed, and those FERS employ- 
ees who, at the time the .tic.(: was signed,, were 
curre.ntly employed and completing their 
7vating period to become eiigible for agency 
contributions (i.e., eniployees hired on or 
after Decemba 1,2008). 

TJnder the Act, both groups are now eligible 
for the Agency .Automatic (1 % j Contribu- 
aons. ..kiditionally, if a participant hired OE or 
-Aer December 1 : 2008, was dready conai b- 
11t.hg to the TSP, he or she is now eiigible to 
receive the .Agency Matching Coni~ibutions 

..Gter consultations wich human resources 
and payroll. office representatives &om the 
employing Federal agencies, the Agency pub- 
lished an interim & ~ a l  rule in the JuEe 19, 
2003 Federal Register. The interim final rule 
provides that agency contributiio~~s for ml- 
.plcyees who were in rhe waiting period when 
the lax7 Tjiras signed begin preferably witin the 
.ha fuU pay period after the Act was signed 
Jnro lapi, but not later than the first fd! pay 
period in A.u.gust 2009 

Thus, by Ailgust 2009, all noncontribut- 
ing FERS participants shodd have begun to 
receive .&e Agency Autornztic (1 ?h) &mi- 
buiions. .A!l contributing FERS participants 
sho Jd have begun to receive both the -Agency 
.Automatic (1 %) and .ken?? Adacching COD.- 
nib z~uons. .' 



Autonzatic Enrollment Mutual F U ~  Window 
The original impetus of the ilew Law 9ra3 the automatic 
e n r o h m t  provision that i.vas studied m d  subsequently 
recommended for legislative action by the members of 
the Federal Retirement 'a& in37esment Board (Board 
Members). 'The ne~v'latv authorizes automatic enrollment 
for .new Federal civjlian employees. In deference to con- 
cerns -within the Department of Defense, the &rid !egisla-- 
tion was amended by the Congress to d u d e  members 
of the uniformed services k0.m h e  automatic en rohe r~ t  
pr-ovision. 'ale .Agency, in coniundon with Federai em- 
ploying agencies; expects to implement automatic enroil- 
aen t  for c idans in the spring of 2010. 

Curenth spouse beneficiaries ofTSP participants must 
either uarlsfer their- TSP death benefit payments to an 
individual retirement plan or receive the payment in 
e h .  The idea of dowing srwi~ring spouse beneficiaries 
to simply ieave their deceased participant spouse's h d s  
in an account -with the TSP (rather than being xequired 
to withdraw those balances) v7as first recomn~ended by 
a member of the Enlployee Thrift Advisory Council 
(Co~mcil). The  Boatd Me.mbers considered the addition 
of s p o ~ ~ e  beneficiary accounts to the TSP at i t s  April 
2003 monthly Board meeting. 'The Boxd Members ~ o t e d  
unanimo~uly to reco.tnnlend that the Congms arrd~orize 
the addition of surviving spouse beneficiary accounts. 'The 
nevi law authorizes the .Agency to enable spouse sixvivors 
to t&e owners.hip of a TSP account. 'The Agency expect$ 
to inlplement this provision early in 20 10 

Rotb TSP Feature 

.At its April 2009 monrhly meeting, the Board. Menlters 
considered the addition of a Roth 401 (k) feature to the 
'TSE The Board Members vored 3-1 in favor of recom- 
mending that the Congress authorize a Rorh 401 (k) fea- 
ture in the TSP 

The new law authorizes adding a TSP Roth 40 1 (k) fea- 
ture. Participatirs x ~ i l l  be able to conuibxte &r-tax d ~ l -  
Lars mder the TSP Roth 40 1 (k) feature. Like regdar TSP 
contributions, h e  Roth contributions d grow tax Gee. 
However, unlike regular TSP contributions, both the Ro& 
mntributions md attributable earnings are tax &ee when 
withdrawn. 

Tiis feature will require substantial moclificarsions to Federzi 
agency and uniformed service burnzan resources and pap0.G 
systems, as well as to the TSPs commur?ications, .record 
keeping, and accounting systems. The addition of a Rot!! 
401 (k) feature is a two-year project. 

The Board Members also considered h e  addition of a 
mutual fund window at its April 2009 meeting. 'The 
Board Members rendered a split decision (2 to 2) on tec-- 
ommenhg  this provision to the Congress. The Council 
also expressed reservations regardmg the mutual k n d  
-mrlndow. 

In recogiitioa of the Board Members' decision to neither 
support nor oppose tlis provision, the Congress aautho-- 
titzed a mutual fund mindow in the new law, but does 
not require its implementation. 4 mun~al fund window 
wouidallow ~ ~ ~ ~ a r t i c i ~ a n t t  to invert in a wide r a s e  of 
r n ~ ~ t u d  fimds through a proovider competitively selected 
by the -&en y. The Agency- znd Board .Members vdi con- 
tinue to stlidy and. work with the Coimcd on this ' i.SSLle; a 
decision to implement it wadd he based on the best in- 
te.rests of the participants and beneficiarizs of the TSE 


