
. . . . & THRIF1" SAVINGS PIAN

f h FACT SHEET

Banknl ptcy Information

-nus f2ct sheet explains how the filing of a bankJUp;cy petition will affect a Thrift Savinp
Plan (TSP) account or loan. Any questions should be directed to the Office of General Coon-
ae1, Fedeml Retirement Thrift Im~uent ~ 12SO H Street NW, Washil1gton, DC 2(XX)5.
te'leptlOfte: (202) ~2-1~.

1. '¥Of"'" ~ ~ ,. TSP
The TSP is pan of the retirement system aeated
f{X' fedcr21 em~ by die federal EmpI~'
Re!i.~ Syaem Aa of 1_. (Sft' 5 u.s.c.
is 8351,8401-79.) The TSP is a tu-.-Jergl~ redre-
ment savinp plan similar to thoee ~rtzed un-
der ~ ~1(k) d die ImemaJ Revenue C(xie.

2. H~ doeS' IN TSP lofIaJWoa N-
~

Yau can pin taDPCX'aIY ~ ~ ~ a pc:wdCXJ of
your TSP accOWK with a TSP loan. You must
recum die rooney to )'QIr 8(XOWK, wid! InIeIest.
by a.DI8 ~ ~ -~ Do F1~--
~ peyJdI ~ - ~ <s. 5 u.s.c. 18433(g},
5 C.P.I. pan 1655.) Yoo may alia a.ke additional
loan payments d any amoe.KIt at any lime from
your peI~ funds. Beca ~ 100 rer-Y a TSP
loan to yoorldf. it is not a delx and - TSP is IX){
your creditor.

j. JlNslI stop 8Y TSP 1oII8p.y ,.
wbe. I ftle a btIft..",P":)! acIiOtI1

111" ~nswer to rhis quc..km deo~ on whether
you.fik an ~CtK>n under chapter 7 d the Bank-
ruptcy Code (in which non-exempt propeny of the
demor is distrltxsted to credjrors) or cbaptcr 13 of
the Bankrupccy Uxie (in which the ~s future
("3mings 3rc u.1ed to pay credkors).

Beca~ a TSP loan is na. a debc and me TSP is
na YtX1C aedkor, the b8nkn1JMCY COW1 ~ 00(
h41ve- ~risdk'tk)n ov~ your TSP loan. Tberdcxe. .
ch"pt~r 7 bankruptcy action will not affect your
~iption to repay a TSP loan and you mu« CCXt-
tinue makJn, k:Jan paymentS as provided in Yc-.Jf
t<.n agr«"~nt.

~, your loan p8)u~ mUst Slop if YO! file
a chapter 13 bankNpccy action, unless the bank-
NJX£Y coun expc'eS51y permits the payments to
axldnue. ndI . beca~ die bankrupcy court baa
jurildiaion OYer )'OUr eaminp in a d1aptef 13 cue
and, without coon approval, no pany can exerdae
~ OW« JQK' eaminp.

1be TSP hu inIIruaed empiOYtna ~.oe. and
services to ~ a participant's payroU deduCtion
f<X' loan r-ymenu when dIey receive a Iep1 doaJ.
~ .~ d1a1 die p8~" has filed a dIap.
ter 13 b8nkNp;cy acdon . Do ncx COntact die TSP
to Stop your loan payments; only your employins
aaencY (X' IeIVk:e can ~~ IUd1 a ~

4. ft- 81IIl btlpp.. 10 ." tICCO8I8' II'
"'Y TSP loaII p4ymeffl.f are .flopped'

If ~ ~op making kJ8n payments for any ~
cxher than an approved nonpar S(2tus. the TSP
will send you a notice at the end of the calendar
quaner in which you are in default. Intere-st wiU
accrue on - an during mis period. If you do
na make up ~ mjJ8ed loan p8yments by the end
of the following quaner, the TSP will close your
k:)8n account and rqx>n the unpaid loan balance'
(induding ~ accrued int~) to me Inlcmal
kvenue Service a.s a taxable distribution to you
(i.c., as a w\thdnwal) from your TSP account. You
may have to pay income taxes on the amount of
the disttibuttoo . You a ~ 1m Y be 5U b;ect ro a 1 0
percent early withdrawal penalty.

Once a TSP kJ8n aCcoonl is dOled, it ca~ be
~ned and Ihe ~~ing balance cannc:M. be
returned to 1M TSP. In addition, you may not ap-
ply for ancxher TSP I~ for 12 months from the
da!e a ~.~1* distribudoa is declared.

oc..~~
~ EDfToe O8:Jl£TtF=.~ ..,..;-~ ~ : ~



~... ~~~n 01.. u ~ .11;;.7~
TSP .ccouncs f« members d the unu~-iDed ~-
ics may indude conbib.JtkM1S from combat zone
pay. Combat mne pay II exempt from Federal
l~ taxes. Ther'&\Xi;, TSP axlUbJIicx1S from
~~ ~ ~y are a*> eI"~~ fnxD FedeI31
r.x :: ~ when ~ ~ ~--h8d &au a TSP
u. - .'4~ I~ .gerYka ~ If die TSP ~ a

Joan EO be a laxable di.lCrtbution, the portion of the
outstanding Imn baJance d1at is attributable to laX.
exemp ~1 !f_~ wW Id be ~-~ to FedeI31
IncomeI2.x:.

..s. c.. I ~.po,..rlIy rp.u 1088 /MY-
...,. "'" "'Y ~ ~ .-11081

No. Th~ TSP i.~ required to close a I~ account if
payments do nO( continue under th~ terms of the
mn a~~~t.

However, befae roo rue a mlWNplCY petiIion.
you may be able to lower your pey1oil ckduction
paym~nts by reamonizing your loan. If you
reamonize your I~n. you annOf. ~Xtend the i()8n
tenn beyond d\e 5-yar limit (fn:Mn ~ cxiginaJ
IO8n ia8ue date) for a ~~ pupoee an <:w be-
yond the. 1 5- year I iInJt ( from the 0ti8inaJ k».n iI8ue
date) for a resklendalloan. ReaJ1K)ftizatk)n is not
~m1itted onc~ a loan 1J in default (i.~.. paymenta
have stopped).

6: W1HIt If 1M b.-."~1JC9 ~ 1IlIow.
Me 10 rBp.y "'Y Ioa8l

"U~I ~hould immediately 1nS(nJC( your ~pIO)'in~
otKt"ncy ur sen'ice In writing to resume deduain~
your awn p3ym~nb. '"00 must P""~ the agency
or ~ict" ~;rh ~ tx.nkru~<.1' ax.ft <xf.W:r~-
tn~ 11m )'OlIr kXtn pI~L.. Cln <.'t,d~. '00 ~iJ
~~) 1\;1\'(.' tu makt: lip ~ny p""Yn'k-n~ yt)U m~ WI
of ).u~lr ~~)(,\;l1 fllnd". elnd yuu ml~ 00 *' l))' IRe
<.-nd uf It1\: ~r qwner fullO\\'inR ~ q~t:( in
\\'~-h ~"()U ~ tht- ~)~. \"00 .iII ~\~

jnf~mfnm(fk"~cXJXa~tk1wIO~
u p ~ kX1n pi ~ 'nwnL'I in ~ ;I l'".ax.

PI~,~ nult:. hu\\e\'t'r. th:al yuur 1<,);1" pa)mt'nl3 l'..n
<.>nJ~. rl"~umt" if. U\t' TSI' h..~ n()( ~.l"t (;1~1 yoor
lu..n ~l.<..uunl.

7. c.. 1M bII~ptcy ~rt c~
IR)' TSP loan PdYrJI~ ~,

~(). ~cause YOllr TSP loan i... not :. dent ..nd thc
TSP i... n<)( ~'()ur crt"ditor. me bankNpccy c(}Un
~ ~ h.;tvt" iu~iction o~'er yuur TSP loan.

-n-~a.x~. the b8nkN,xcy ~ canId ct--. b
timing w die IIIn1nt of yCXIr an p8)"~U or
require the TSP to accept lc.n payments d1rough
your chaper 13 pian.

a ~., J'SP Io.r8 be ~::-..;:~ ..
~ -y 1

No. Only a debt can be d~harged in a bank-
ruptcy aaion. As discussed above. your TSP ioan
is nor . debt.

.9. HOK' is .,. ~nS' to lbeflt.. ,. 8Y
7SP ~.,( S') ~«I- by G ",ptcy 1

The funds in your account are held in trust for you
by the TSP. aOO ~ are pnxected from the claims
d ~ by a 8w whkt1 ~ ~ ~ -may

n<Xbe~~cxaJienMedaOO~rxx~ro
ex«uld1. levy, aUKt1n'len1. gamiII~ cx ~
legal process." (5«, V,S.C. is 8437(e), <8>.) This
proviliCMt is ~.xceab~ in a bankNfXCY adioo by
virtUe cX 11 US.C. S S41(cX2). <$.- ;'~~ II.
Sbv-.-, 504 U.S. 75' (1992). whkh ~ dial
~ eaE:.'1daDy ~ prov8a1 cX the E~e
~ Inccxne Securky ACt d 1914 (ERISA) is
en~ m a b8nkNpccy aaion.) Consequently.
your TSP 8CCQft annoc be made I pan of your
b8.nkJUpcy e8te ,

If any patty m YCAW t.nknJpcy IcIXxI ~ k>
~ a ~ fran yoor TSP accamt. axact
the Board's Office 0( Genern1 Coun.tIe\ at the ackires.~
or phone number on the top of this fact sh~t.

1 (J. ~ I ~~ G bGntsbip wItbdnIKtlll

-ri.g ." NJI~ptcy 1Jct1o8?

Thc o&n.1~'cr to tI1i.~ question dcpcnd-, on whethcr
you filc an acti()('I undcr chaptcr 7 or undcr choir-
tcr 13 of thc RankNpt~' Code.

A d1aJXf." 7 bankNptC)' ~ ~ ~ affcct YCJUr
abilil>' 'u ~in ~ nNnc~1 hotnbhip in-~~"ic..t:~ilhd~I\\ I. .

H(.Jw~\t:r. a pOArtil'ip-..nl ~'hu i.'i :A uet>tur In ;) l'~P-
lcr 13 t'klnkrur-C)' 3<."tion l.; ~ cli.ai'* (or ~ fin:1ociJl
h41rd~ip i~k,-' \\'j(hdrawal hcc-.au.~ ~ch ;J
\\'Khdra~~ll~ onty avail:lhlc to a ~icjpant ~ho
<kmumlr~'n ma. hi... (Jr her net munlhly inc(Jmt: lo;
insUrn<:k'nl to ~Y ordin41f)' monthly household
expt:~. for a c.k-btor in ~ d1apef 13 OOnkN~)'
~ ~ benkNP'f" ~"UlJn will ~re that the
detMor has -'Ufr~ ru~ to pey living ~.


