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G Fund News 

What is unique about TSP? It’s a retirement savings plan designed for federal employees and military 
service members and it also has low administrative costs. The one thing that sets the TSP apart is the G 
Fund, a short-term Treasury security exclusive to TSP. The G Fund is guaranteed by the U.S. government, 
and nearly 40% of money invested in TSP accounts is in this fund. The G Fund aims to deliver a rate of 
return higher than inflation while avoiding exposure to default risk and market price fluctuations. It was 
implemented in the late 1980’s when the Federal Employees Retirement System (FERS) was created. 
The interest rate calculation is based on the weighted average yield of all outstanding Treasury notes 
and bonds with 4 or more years to maturity, yet it is considered a short term investment according to 
TSP.  Recently, a House Budget Committee report took issue on how the interest rate is calculated; 
arguing that those who participate in the G Fund are rewarded with a long-term rate on what is 
essentially a short-term security. The House Budget Committee proposed to base the fund on a three 
month average yield instead of a four-year average and would save 32 billion over 10 years.  
Senators are looking for ways to finance a long-term extension of highway and transit funding. Kim 
Weaver, director of external affairs for the TSP, appeared on Federal News Radio, she says such a shift 
“would drop the interest to virtually zero, which would make the G Fund worthless to our participants. It 
would not even begin to keep pace with inflation.” Currently this is only a proposal in Congress and not 
a bill. However, be aware there is a possibility that Congress will modify federal benefits. The House 
passed a short-term extension of the Highway Trust Fund, which leaves the G Fund untouched, but the 
Senate is considering solutions for long-term funding. 
Additionally, Treasury Secretary, Jacob Lew, suspended the TSP G Fund’s daily reinvestment on March 
16 when the U.S. hit its statutory debt limit. Lew says his departments will likely not run out of 
“extraordinary measures” it is taking to avoid default before late October, after that there is no 
guarantee.  The suspension period was to last until July 30 but he extended it until October 30th. This will 
give Congress more time to debate raising the debt limit. 
If you have put “all of your eggs in one basket (G Fund)” perhaps you should consider diversifying. 
Congress could make the G Fund less attractive, and you could get a better long term rate of return. In 
addition to the G-Fund there are 5 other investment options for diversifying within TSP: F Fund, C Fund, 
S Fund, I Fund, and L Funds.  Please contact an investment professional to help determine the best 
portfolio allocation that meets your needs. 
 
 
 
Things to know about TSP 
Who Administers the TSP? 
  
The Federal Retirement Thrift Investment Board (FRTIB or "Board") Administers the TSP 
The assets of the TSP are held in trust in the Thrift Savings Fund, and the financial statements of the 
Thrift Savings Fund are required by law to be audited annually.  The FRTIB is an independent 
Government agency that is managed by five presidentially appointed board members and an Executive 
Director who are required by law to manage the TSP prudently and solely in the interest of the 
participants and their beneficiaries. 
 

https://www.tsp.gov/PDF/formspubs/financial-stmt.pdf
https://www.tsp.gov/planparticipation/about/boardMembers.shtml
https://www.tsp.gov/planparticipation/about/boardMembers.shtml


The FRTIB also consults with the Employee Thrift Advisory Council (ETAC), a statutorily created Advisory 
Committee comprising representatives of employee organizations, unions, and the uniformed services. 
The Council provides advice to the Board and the Executive Director on matters relating to the 
investment policies and administration of the TSP. 
 
The FRTIB Is Also Supported by Private Sector Companies 
The record keeper handles the day-to-day maintenance and administration of all TSP accounts, 
processes requests for benefits, and provides call center support. 
 
Your Agency Plays an Important Role in the TSP 
Your agency is responsible for determining your retirement coverage and reporting to the record keeper 
the dollar amount of contributions to your account each pay period. It also distributes TSP materials and 
answers your questions about the TSP. 
 
 
How Does the TSP Fit into My Retirement Package? 
  
If you are covered by the Federal Employees' Retirement System (FERS), the TSP is one part of a three-
part retirement package that also includes your FERS basic annuity and Social Security. 
If you are covered by the Civil Service Retirement System (CSRS), the TSP is a supplement to your CSRS 
annuity or military retirement pay. 
 
How Much Can I Contribute?  
 
You can contribute a maximum of $18,000 in 2015 if you are younger than 50 years old. Beginning the 
year you attain age 50, you can make an additional catch-up contribution of as much as $6,000, for a 
total of up to $24,000. Those contribution limits are scheduled to adjust annually in line with inflation. 
For employees under FERS the government will match your contributions up to 5% of your salary. 
 
 
TSP Beneficiaries 
 Did you know TSP will not honor your will when distributing your account? It will also not honor a 
prenuptial agreement, separation agreement, property settlement, court order, or trust agreement. Any 
new life event you need to check your beneficiary form, such as death, divorce, marriage, children, and 
grandchildren.  You need to fill out a TSP-3 Designation of Beneficiary. If you do not have a TSP-3 on file 
your money gets distributed according to the following order precedence required by law: 
 

1. To your spouse; 
2. If none, to your child or children equally, and to the descendants of deceased children; 
3. If none, to your parents equally or your surviving parent; 
4. If none, to your appointed executor or administrator of your estate; 
5. If none, to your next of kin who is entitled to your estate under the laws of the state in which you 

resided at the time of your death. 
 

Primary Beneficiaries 
 
You can designate one or more persons, corporation, trust, legal entity, or estate to receive your TSP 
upon your death but you need to indicate the shares to the different beneficiaries. If you have both a 

https://www.tsp.gov/planparticipation/about/etac.shtml
https://www.tsp.gov/sitehelp/glossary/glossary.shtml?term=FERS
https://www.tsp.gov/sitehelp/glossary/glossary.shtml?term=CSRS


Traditional and Roth you cannot say how much out of each the beneficiary receives it is divided 
proportionally.  
 
Contingent Beneficiaries 
 
You may also have contingent beneficiaries. These are persons or entities that would receive the 
primary beneficiary's share of your account if that primary beneficiary were to die before you. 
 
If you don't designate any contingent beneficiaries, the share of any primary beneficiary who dies before 
you will be distributed proportionally among all of the surviving primary beneficiaries that you named. If 
no other primary beneficiaries remain, your death benefit will be paid according to the order of 
precedence.  
 
How to Designate Beneficiaries 
 

1. Complete Form TSP-3, Designation of Beneficiary. You can also contact the ThriftLine or ask your agency 

or service for a copy of the form. 

2. Sign and witness each page of Form TSP-3 according to the directions. 

3. Return the completed form to the address indicated on the form or fax it to the number provided. You must 

send the form directly to the TSP. Do not submit Form TSP-3 to your agency or service. Be aware that your 

beneficiary designation will not be valid unless it is received by the TSP on or before the date of your death. 

4. You will receive a confirmation letter in the mail after the TSP receives your form and processes it. You will 

also receive a letter from the TSP if there are errors on your form that prevent it from being accepted. 

 
Any beneficiary forms that you might have on file with your agency or service (including FEGLI, SGLI, etc.) are 
not valid for the TSP and cannot be used to determine the distribution of your TSP account after your death. 

No matter how long the TSP has had your most recent Designation of Beneficiary form, they will continue to 

consider it valid unless you send them a new form requesting that they cancel or change it. 

Spouse Beneficiary 
 
 In the event of your death, if your spouse is entitled to a share of your account, a beneficiary participant 
account will be established for your spouse in his or her own name. If your spouse’s share is $200 or 
more, the TSP will maintain this beneficiary participant account, and the entire share will be invested in 
the Government Securities Investment (G) Fund until your spouse makes a different investment choice 
or chooses to withdraw the money as a single payment, monthly payments, annuity, or a combination of 
these options. If your spouse’s share is less than $200, the TSP will not maintain the beneficiary 
participant account. Instead, your spouse will receive a check for the payment. 
 
Non-spouse Beneficiary 
 
A beneficiary who is not a surviving spouse cannot retain a TSP account. The death benefit payment will 
be made directly to the beneficiary or to an "inherited" IRA. 
 
 
 
 
 

https://www.tsp.gov/PDF/formspubs/tsp-3.pdf
https://www.tsp.gov/participantsupport/contact/contactTSP.shtml


 
 
Taxes 
 
The tax consequences of receiving a TSP death benefit payment are determined based on the type of 
money that is included in the payment (traditional or Roth), the type of account from which the 
payment is made (civilian, uniformed services, or beneficiary participant), and the recipient of the 
payment (spouse or non-spouse). 
 
Traditional and Roth balances. The participant may have contributed to the TSP from traditional (pre-
tax), Roth (after-tax), or (if uniformed services) tax-exempt funds. A traditional balance of a TSP account 
contains contributions that the participant made on a tax-deferred basis, and the earnings on these 
contributions. A Roth balance of a TSP account contains contributions that the participant made on an 
after-tax basis, and the earnings on these contributions. All death benefit payments will be disbursed 
proportionally from any traditional (non-Roth) and Roth balances in the participant’s account. Any 
money that is disbursed from the traditional balance will be subject to mandatory Federal income tax 
withholding. (Note: If the participant was a uniformed services member with tax-exempt contributions 
in a traditional balance, those contributions will not be subject to tax, but the earnings on those 
contributions will be subject to tax.) Any Roth contributions that may be a part of a death benefit 
payment are not subject to Federal income tax. Earnings on Roth contributions may also be paid tax-free 
if 5 years have passed since January 1 of the year the deceased participant made his or her first Roth 
contribution. 
 
The taxable amount of any death benefits paid directly to the beneficiaries of a civilian or uniformed 
services TSP account may be subject to 20% mandatory Federal income tax withholding.   
 
A spouse beneficiary whose inherited share is $200 or more will automatically avoid the mandatory 
withholding and defer tax liability by keeping the funds in the established beneficiary participant 
account, or by having the TSP transfer all or part of the eligible funds directly to an individual retirement 
account (IRA) or an eligible employer plan (including the spouse’s own pre-existing TSP account). Note: 
Roth IRAs only accept after-tax dollars. As a result, a spouse beneficiary will have to pay taxes on any 
money that is transferred or rolled over from a traditional balance to a Roth IRA.  
 
A non-spouse beneficiary can avoid this withholding and defer the tax liability by requesting that the TSP 
transfer all or part of the payment directly to an “inherited” IRA. An inherited IRA is established 
specifically for the purpose of transferring money inherited from a plan such as the TSP. Inherited IRAs 
may provide significant tax benefits because their required distributions can generally be spread across 
the lifetime of the beneficiary. However, the rules governing inherited IRAs are complicated, and there 
are restrictions. So before making a decision to transfer money from the TSP into such an IRA, we 
strongly recommend that a beneficiary discusses the details of the transfer with a tax advisor or IRA 
provider.  
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