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MSC APMC EMPLOYEE BENEFITS UPDATE


Thrift Savings Plan (TSP) 

Catch-Up Contributions 

DO YOU WANT MORE MONEY FOR THOSE GOLDEN RETIREMENT YEARS?

HERE'S AN OPPORTUNITY TO ADD TO YOUR SAVINGS.

TSP CATCH-UP CONTRIBUTIONS 

 The President signed legislation (P.L. 107-304) on November 27, 2002, authorizing a program of tax deferred "catch-up" contributions.  This program permits eligible Thrift Savings Plan (TSP) participants who are age 50 or older, who are already contributing the maximum they can to the TSP, to make tax-deferred “catch-up” contributions from their basic pay to their TSP accounts.  These contributions are a supplement to the participant’s regular employee contributions and do not count against either the statutory contribution percentage limitations (e.g., in 2003, 13% for employees covered by the Federal Employees’ Retirement System (FERS) and 8% for employees covered by the Civil Service Retirement System (CSRS) or the Internal Revenue Code’s elective deferral limit ($12,000 in 2003)).  However, the catch-up contributions have their own annual limit (the “annual catch-up limit”) and eligibility criteria. 

The maximum allowable amount for catch-up contributions will be $2,000 in 2003, $3,000 in 2004, $4,000 in 2005 and $5,000 in 2006 and thereafter.   Eligible participants will be able to elect catch-up contributions in July 2003, or anytime thereafter.  Elections made in July will be effective in August. 

Tax Treatment of Catch-up Contributions

Like regular employee contributions, catch-up contributions are made on a pre-tax basis, which means that they are taken from the participant’s basic pay before Federal and, in almost all cases, state income taxes are calculated.

Because these contributions are taken from “before-tax” dollars, they cannot be made by check; they must be made by payroll deduction.

Agency Contributions

Catch-up contributions are not eligible for matching contributions.  There are no Agency Automatic (1%) Contributions associated with catch-up contributions.

Catch-up Contribution Elections

Elections for catch-up contributions are separate from the participant’s election for regular employee contributions.  Participants can make a catch-up contribution election at any time beginning in or after the year in which he or she turns age 50.  

Catch-up contribution elections are made in terms of a requested whole dollar amount that will be deducted from the participant’s basic pay each pay period until the earliest of the following conditions:  (1) the annual 

catch-up limit is reached; or (2) the calendar year ends; or (3) the participant elects to stop the contribution.  The participant can elect any whole dollar amount up to the yearly limit.  However, catch-up contributions for one year cannot continue into the following year.  Because the annual limit changes each year, the participant must make a new election each year.

Catch-up contribution elections are not subject to the open season rules, and more than one election may be made in any given year (so long as the annual catch-up limit is not exceeded).  Beginning with the initial election period proposed for July 2003, participants can make catch-up contribution elections at any time during the year.  Elections are to be made effective no later than the first full pay period following the one in which the agency receives the election form. 

This flexibility is provided because some participants may wish to contribute early in the year while others may want to contribute later.  For example, some highly paid FERS participants contribute at the highest percentage

early in the year and then adjust the contribution amount to a lower level during the April to June open season so they can reach, but not exceed, the elective deferral limit before the last pay date of the year (otherwise they might lose matching contributions).  After the regular employee contribution has been reduced, these participants can then begin catch-up contributions using the “extra” money freed up as a result of the

lower regular employee contributions.  

In addition, if a participant enters nonpay status during the year, the catch-up contributions (like regular contributions) will stop.  When the participant returns to pay status, he or she cannot make up the missed

payments, but he or she can submit a new election increasing the catch-up contribution amount and effectively make the maximum catch-up contribution allowed by law for that year.

Termination of Catch-up Contributions

Participants will be able to stop their catch-up contributions at any time without penalty.  They may restart them at any time.  This is different from the current rule regarding regular employee contributions, which imposes a waiting period between stopping and resuming contributions.  The termination of catch-up contributions does not affect the participant’s regular contributions.

If a participant stops his or her regular employee contributions, the catch-up contributions must also stop.

If the participant receives a financial hardship in-service withdrawal, his or her catch-up contributions must stop along with any regular employee contributions.

As noted above, the catch-up contribution election terminates automatically with the last pay date of the year to which it applies unless the participant has previously terminated the election or has reached the annual catch-up limit.

Catch-up Contribution Allocations

Catch-up contributions will be invested in the participant’s account based on the most current contribution 

allocation on file with the TSP Service Office (TSP SO).  That is, catch-up contributions will be invested based on the same allocation as the participant’s regular contributions. 

You can allocate any whole percentage of future payroll contributions to any of the five investment funds and can redistribute existing account balances among the five investment funds by making an interfund transfer.  

Participants are reminded that contribution allocations must be made with the TSP SO:

· By accessing the TSP web site at www.tsp.gov or the TSP ThriftLine at (504) 255-8777. 


· By completing a paper TSP-50, Investment Allocation and mailing it to the TSP SO at the address shown on the form.

Initial Elections

The TSP SO will announce the availability of the catch-up contribution benefit beginning July 2003.  

The election can be made effective no earlier than the first full pay period in August 2003.  After that, participants will be able to elect catch-up contributions at any time.  The Catch-up Contribution Election Form, TSP-1-C, will be used for this purpose.  This office will make the form available to all Masters, Pursers, CSUs, Firefighting Schools, and Detachments as soon as it is published.

Because the TSP SO is not going to revise the Summary of the Thrift Savings Plan for Federal Employees in the near future, a fact sheet describing the benefit will be available soon and this office will make widest dissemination.

HOW TO ENROLL IN TSP CATCH-UP CONTRIBUTIONS 

Submit a paper TSP-1-C (TSP Catch-up Contribution Election Form) to start or make catch-up contribution changes to DON, MSC APMC, ATTN TSP, PO BOX 120, VA BEACH VA 23458-0120.  Do not send TSP-3, Designations of Beneficiary, to MSC.  Mail TSP-3 forms directly to the TSP SO; the address is listed on the back of the form.

Whether you make a TSP open season or catch-up contribution election it is important to review your LES after the effective date of your TSP change to ensure that the change is properly reflected.  It is incumbent upon each employee to take responsibility for the deductions reported on their LES.  

Questions Regarding TSP.  Additional information about the Thrift Savings Plan is available at the MSC web site at www.msc.navy.mil/civmar/benefits or the TSP web site at www.tsp.gov.   If you have any questions please call (757) 417-4277 from 8:00 a.m. – 3:00 p.m. Eastern time, Monday through Friday.  You may also send your email questions to Mariner.Benefits@msceast.msc.navy.mil.
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