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00-16
Thrift Savings Plan

Bu LLETIN for Agency TSP Representatives

Subject: Implementation of the New Record Keeping System

Date:  July 10, 2000

The new Thrift Savings Plan (TSP) record keeping system will not be implemented Octo-
ber 1, 2000. As explained in the attached press release, the contractor, American Manage-
ment Systems (AMS), has not made sufficient progress in testing the system and in fixing
the numerous software defects disclosed by the testing to date. The Federal Retirement
Thrift Investment Board will announce the new implementation date once AMS completes
testing of the system and reports that all significant software defects it has discovered have
been fixed.

Continue current processing and reporting procedures until the new system is
implemented. The enhancements and changes to the TSP which will occur when the
new record keeping system is implemented (and which were explained in TSP Bulletin
00-6, Processing Agency Submissions in the New Record Keeping System, dated March 30,
2000) will also be deferred. The next TSP open season will be November 15, 2000,
through January 31, 2001 (not October 15 through December 31, 2000, as announced in
that bulletin). During that open season (and any other that precedes the implementation
of the new system), participants will continue to file both contribution elections (to
change the amount of their TSP contributions) and contribution allocations (to change the
investment of their future TSP contributions) with their agencies.

Agencies will continue to process these elections, which cannot be made effective before
the first full pay period of the last month of the open season. In addition, until the new
system is implemented, agencies will continue to report contributions to the TSP record

(Continued on next page)

Inquiries: Questions concerning this bulletin should be directed to the Federal Retirement
Thrift Investment Board at 202-942-1460.

Chapter: This bulletin may be filed in Chapter 2, General Information.

Supersedes: This bulletin supersedes TSP Bulletin 00-2, Implementation of the New Record
Keeping System, dated January 19, 2000.



keeper by source (Employee, Agency Automatic (1%), or Agency Matching Contributions)
and investment fund (Government Securities Investment (G), Fixed Income Index Invest-
ment (F), and Common Stock Index Investment (C) Fund), using the current record lay-
outs and Form TSP-2, Certification of Transfer of Funds and Journal Voucher.

Agencies must also continue to provide the current versions of TSP forms and products to
their participants. If agencies exhaust their supply of any product (e.g., the Summary of

the Thrift Savings Plan for Federal Employees), they should order the product by following
the procedures contained in TSP Bulletin 95-1, dated January 3, 1995. If agencies exhaust

their supply of any form, they may order the form, reproduce it locally, or download it
from the TSP Web site (www.tsp.gov).

Notification to participants. In addition to the press release, the TSP has sent a letter
to all participants to inform them of the extension of the delay in implementing the new
record keeping system. A copy of the letter is attached. The TSP Web site contains the
press release, the letter, and answers to questions that participants may have after they re-
ceive this letter (see the Current Information section). A copy of the questions and an-
swers is also attached.

Changes to TSP Bulletin 00-6. The procedures and processing changes for the new sys-
tem which are explained in TSP Bulletin 00-6 will not change. In addition, the record lay-
outs that are attached to TSP Bulletin 00-6 will not change. Consequently, that bulletin
will not be superseded.

However, certain dates specified in TSP Bulletin 00-6 are no longer valid. All references
to the date October 1, 2000, should be ignored because the new system will not be imple-
mented then. The dates on page 5 of the bulletin which explain how the TSP will derive
contribution allocations should also be ignored because these dates were predicated on
an October 1, 2000, implementation. Finally, FERS employees who are first appointed
during the period January 1 through June 30, 2000, will become eligible to participate in
the TSP the first pay period in January 2001 (not December 2000, as noted in the footnote
on page 5) because the next open season’s election period is January 2001. A future bul-
letin will announce the new implementation date and other related dates.

In addition, a minor change has been made to the certification statement on the Form
TSP-2 that was attached to TSP Bulletin 00-6. A future bulletin will transmit this revised
form.

Agencies should continue to use all other information and the record layouts provided by
TSP Bulletin 00-6 to make the necessary changes to their payroll systems. Information
about testing these agency changes will be sent directly to the TSP payroll coordinators.



Agency representative training. The TSP training schedule for 2000 (attached to TSP
Bulletin 00-4, dated March 8, 2000) will not change. Each of the scheduled courses will
include information on the changes to the TSP that will occur when the new record keep-
ing system is implemented, but new materials (e.g., forms and booklets) will not be avail-

able by July 2000. However, advance copies of new forms may be provided in sessions
later this year.

oy 0. Dt

ROGER W. MEHLE
Executive Director

Attachments:  Press Release
Letter to TSP Participants

Questions & Answers Regarding the Deferred Implementation of the New
Record Keeping System
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FOR | MVEDI ATE RELEASE Contact: Tom Trabucco
Federal Retirenment Thrift
| nvest nent Board
(202) 942-1640

BOARD EXTENDS DELAY OF NEW RECORD KEEPI NG SYSTEM | MPLEMENTATI ON

Washi ngton, D.C. (June 13, 2000) - The Federal Retirenent
Thrift I nvestnment Board announced today that the scheduled im
pl ementation of the new Thrift Savings Plan (TSP) record keeping
system has been post poned because the contractor has not nade
sufficient progress in testing the systemand in fixing nunerous
software defects disclosed to date. Roger W Mehle, Executive
Director of the Board, announced that a new inplenentation date
wll not be set at this tinme. “Although the Board's contractor
has suggested a spring 2001 inplenentation, it would be prena-
ture, given previous mssed commtnents, to set a new date unti
the contractor conpletes testing of the systemand reports that
all significant software defects have been fixed,” said Mehle.

The new systemis being devel oped under a contract between
the Board and Anerican Managenent Systens, Inc. (AMS), of Fair-
fax, Virginia. Wen it was awarded in May 1997, the contract
anticipated a May 2000 inplenmentation. Because of earlier delays
in testing, inplenmentation was reschedul ed to October 1, based on
assurances from AMS that that date could be achieved with rel a-
tive certainty. At a neeting with senior Board officials |ast
week, however, AMS advised that, in light of the current and
anticipated software defects, an Cctober 1 inplenentation date
woul d involve significant risks for the successful operation of
t he new system

The TSP is a retirenent savings plan for Federal enployees
that is simlar to the 401(k) plans offered by many private em
pl oyers. It was created by the Federal Enployees’ Retirenent
System Act of 1986. As of May 31, 2000, TSP assets total ed ap-
proxi mately $96 billion, and retirenent savings accounts have
been established for nore than 2.4 mllion TSP parti ci pants.

The new record keeping systemw || support investnment op-
tions and benefits in addition to those now available to TSP
participants. Because these enhancenents, including the Snall
Capitalization Stock Index Investnent (S) Fund, the International
Stock I ndex Investnment (1) Fund, and daily valuation of TSP ac-
counts, are dependent upon the new system they will also be
del ayed.

[ mor e]



According to Mehle, “The new systemis necessary for the TSP
to provide additional benefits, but it is not required in order
to carry out core TSP functions. In that regard, our current
system has proven its processing accuracy, and, although it |acks
the ability to support the new benefits, it can remain operation-
al indefinitely.”

Al TSP participants will be sent a special mailing advising
t hem of these devel opnents. |In addition, nonthly updates on
progress toward conpletion of the new systemw || be posted on
the Board’ s Wb site, www. tsp. gov.

[ END]
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Dear Thrift Savings Plan Participant:

When I wrote you in January concerning the need to delay the implementation of
the new TSP record keeping system until October 1, 2000, to allow time for its thorough
testing, I was relying upon assurances from the Board’s contractor, American Manage-
ment Systems, Inc. (AMS), that the new implementation date would allow adequate time
for such testing and that implementation by that date could therefore be achieved with
relative certainty.

However, in the period since January, AMS has not made sufficient progress in test-
ing the system and in fixing numerous software defects disclosed by the testing to date.
AMS has therefore advised the Board that an October 1 implementation date would in-
volve significant risks for the successful operation of the new system.

While we could nevertheless attempt to implement the new system on October 1, we
have concluded that it would not be prudent to do so. Although the new system will
provide additional benefits, such as two new investment funds, daily processing, and the
capability to accept balances from other plans (subject to the passage of H.R. 208, which
I described to you in January), it is not required in order to process core TSP functions.
In that regard, our current system can remain operational indefinitely. The Board there-
fore believes that it would not make sense to jeopardize the longstanding financial and
functional integrity of the TSP by attempting implementation of the new system on Octo-
ber 1. We will not bring the new system on-line until AMS can advise us, and we can veri-
fy, that the risks to its functioning correctly have been eliminated.

Although AMS has suggested a spring 2001 implementation date, we believe at this
juncture that it would be premature to set a new date until AMS completes testing of the
system and reports to the Board that all significant software defects it has discovered have
either been fixed or can be resolved in a predictable amount of time. When AMS does so
— an objective we have insisted that it pursue with maximum management attention and
corporate effort — we will provide you with detailed information about the new imple-
mentation date and the functionality that will be available with the new system. We do
not want to experience, nor do we want you to experience, another missed commitment.
In addition, we will be posting information about progress toward completion of the new
system monthly on the Board’s Web site, www.tsp.gov.

I am personally very disappointed by this development, and I regret any inconven-
ience it may cause you.

Sincerely,

oy 0. Dt

Roger W. Mehle
Executive Director
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Questions and Answers Regarding the Deferred | nplenentation

VWhat

of the New TSP Record Keeping System

is the new TSP record keepi ng systenf

The TSP has been devel oping a new record keeping systemto
accomodat e the addition of a nunber of new features, in-
cluding two new i nvestnent funds, daily valuation of ac-
counts, and enhanced w t hdrawal benefits. Information about
t he new system has been provided in the TSP H ghlights that
acconpany the sem annual TSP participant statenents. The

| eafl et How the TSP i s Changi ng, which acconpani ed the No-
venber 1999 TSP H ghl i ghts, explained these enhancenents and
the changes to the TSP that will occur when the new record
keepi ng systemis inplenmented. The leaflet, which is being
updated, will soon be available fromthe TSP Wb site,

WMVt sp.gov, in Current Information and Forns & Publi ca-
tions.

Why has the new system i npl enentati on date been deferred agai n?

When it was awarded in May 1997, the contract with Anmerican
Managenent Systens, Inc. (AVMS) anticipated a three-year

proj ect schedul e for design, devel opnent, testing, and

i npl enentation of the new system this would have resulted
in a May 2000 project conpletion date. At a neeting in
early January 2000 with senior officials of the Federal
Retirement Thrift Investnent Board, AMS reconmmended an

i npl enentation deferral to acconmpdate the extensive system
testing program which had experienced del ays. Based on
assurances from AMS that October 1 could be achieved with
relative certainty, and in |light of pending |egislation

whi ch woul d affect the TSP, the Board established the Ccto-
ber 2000 date.

In a nmeeting June 8, AMS officials advised the Board that an
Cctober 1 inplenentation date would involve significant
risks for the successful operation of the new system This
assessnment was based on the status of the testing program
and the tinme needed to fix the nunmerous software defects



VWhen

(bugs) disclosed to date and those anticipated to be found
as testing progresses. (Based on an analysis using industry
standards as well as contractor experience, AMS predicted

t hat between 8,000 and 10, 000 bugs coul d be expected.) Be-
cause of the additional tinme needed for the testing and
correction processes, those tasks that depend upon the vali -
dation of the software would al so be delayed. As a result,
the COctober 1 date is no | onger feasible.

wll the new record keepi ng system be i npl enented?

Al t hough AMS has suggested a spring 2001 inplenentation, the
Board has not set a new date. Once AMS conpl etes testing of
the new system and reports that all significant software
defects have been or can be fixed by a predictable date, the
Board will then announce the inplenentation date. The Board
anticipates that this wll occur in spring/sumer 2001.

Wiy can’t you inplenent sel ected conponents of the new system

(e.q.

, the new two funds, daily disbursenents)?

The conponents of the new systemare integrated. They can-
not be inplenented pieceneal. Furthernore, the current and
new systens cannot be run in parallel because the fornmer is
val ued nmonthly and the latter daily. Consequently, the new
system nust be inplenented in its entirety.

How will you tell ne nore about the new schedul e?

In md-June, all TSP participants will be sent a letter

advi sing them of the extension of the deferral. After that,
the next mailing to all participants will be the Novenber
2000 participant statenment. The TSP will provide an update
on the new record keeping systemin the TSP Hi ghlights that
acconpani es the statenents. |In the neantinme, nonthly up-
dates on the progress toward system conpletion will be
avai l able on the TSP Wb site.

How nmuch will the deferral cost?

The deferral of the new system i npl enentation per se does
not cause nore contractor costs. The Board only pays for
those legitimate costs associated with the devel opnent,
testing, and inplenentation of the new system regardl ess of
the tinme period over which they are incurred. Overall, it

- 2.



is anticipated that, despite the deferral, the effect of the
cost of the new systemon the adm nistrative expense ratio
(which reflects allocation of expenses to participant ac-
counts) will be mnimal. Last year, the TSP s adm nistra-
tive expense ratio was .05%for the G Fund, .06% for the C
Fund, and .07% for the F Fund (or 50¢, 60¢, or 70¢ per

$1, 000 of account bal ance, respectively).

How are you neking sure that the new record keeping systemwl|

be inplenented in spring/sumer 20017

A nunber of steps have been taken to ensure that the inple-
ment ati on proceeds. The Board has received assurances from
AMS top managenent that all resources necessary to conplete
the project will be made available. In addition, the Board
will enter into an agreenent with the Defense Contract Mn-
agenent Agency to provide independent third-party review and
monitoring of the contractor’s work. Even so, because of
the two m ssed conmtnents (May 1 and Cctober 1), the Board
has decided to wait for AMS to show nore progress before
adopting a firmdate.

Wien will | be able to invest in the new Small Capitalization

Stock I ndex Investnent (S) Fund or the International Stock |ndex

| nvest nent (1) Fund?

VWhat

Because the two new funds are features of the new record
keepi ng system they will not be available until the new
systemis inpl enent ed.

is the S Fund?

The S Fund, the Snall Capitalization Stock |Index |nvestnent
Fund, will be the TSP's nedium and small conpany stock fund.
The objective of the S Fund will be to track the returns of
the Wlshire 4500 stock index fund. The WIshire 4500 i ndex
represents approxi mately 23% of the market value of the U S
stock markets, and includes those stocks that are not found
in the S&P 500 i ndex (which is the index the C Fund tracks).
More i nformation about the S Fund, including the conpound
annual rates of return for the WIlshire 4500 i ndex for the
period 1989 through 1998, can be found in the May 2000 TSP
Hi ghl i ght s.



What

is the | Fund?

The | Fund, the International Stock |Index |Investnent Fund,
will be the TSP s international fund. The objective of the
| Fund wll be to track the returns of the EAFE ( Europe,
Austral asia, and Far East) stock index, an index that tracks
the overall performance of the major conpanies and indus-
tries in the European, Australian, and Asian stock markets.
More i nformation about the I Fund, including the conpound
annual rates of return for the EAFE index for the period
1989 through 1998, can be found in the May 2000 TSP H gh-

l'i ghts.

When will | be able to make interfund transfers that take pl ace

daily instead of nonthly?

VWhat

Dai ly processing of interfund transfer requests is dependent
upon the new record keeping system Therefore, this feature
w Il not be available until the new record keeping systemis
i npl enent ed.

is daily val uation?

VWhat

Dai ly valuation neans that at the close of each business day
TSP accounts will be val ued based on the share prices of the
funds in which the participant has invested. Currently, TSP
accounts are valued once a nonth, at the end of the nonth.
Daily valuation will permt the TSP to process transactions
daily, including interfund transfers and the di sbursenent of
| oans and wi t hdrawal s.

is the status of H R 208?

H R 208 is pending legislation that would permit the TSP to
accept transfers fromcertain other retirenment savings plans
(see below). H R 208 would also all ow new Federal enpl oy-
ees to contribute their own noney (through payroll contri bu-
tions) to the TSP without the current six- to twelve-nonth
wait. (It does not affect the waiting period for agency
contributions, however.) Although there is never certainty
that any bill will beconme law, H R 208 has al ready been
passed by the House of Representatives and has bipartisan
support.



Does

I n January, when the Board established the October 1, 2000
deferred i npl enentation date, it was desirable to make the
roll out of the new system coincide with the benefits of H R
208, assumng its enactnent. However, given that the |egis-
lation still has not been enacted and because of the defer-
ral of the new system its inplenentation on Cctober 1 is
not possible. An inplenentation date will be decided if and
when the legislation is enacted.

H R 208 nean that | can roll over ny regular IRAinto the

TSP?

How about noney fromny nutual fund or savi ngs account?

VWhat

No. H R 208 would allow direct rollovers fromcertain
retirement plans established by your previous enployer.
These plans are limted to pension, profit-sharing, and
stock bonus plans, and include 401(k) plans. If HR 208 is
enacted, the TSP will provide information describing which
funds will be accepted by the TSP and the process for roll-
ing them over.

waiting period is affected by HR 208?

Wil

Currently, newly hired participants nust wait until the
second open season after they are hired (a six- to twelve-
mont h period) before they can contribute to the TSP. H R
208 woul d permt enployees to begin contributing their own
nmoney (through payroll contributions) to the TSP as soon as
they are hired as long as they are otherwise eligible to
contribute to the Plan (i.e., they are covered by the Fed-
eral Enployees’ Retirenent System the Cvil Service Retire-
ment System or another equivalent retirenment systen). How
ever, the existing waiting periods would still apply to
agency contributions (both the Agency Automatic (1% and the
Agency Matching Contributions).

the deferral of the new systeminpl enentati on nean that

|l oans and withdrawals will continue to be disbursed once a nonth?

Yes. Until the new systemis inplenented, |oans and wth-
drawal s, as well as all other transactions, wll be pro-
cessed using the existing record keeping system and under
current rules.



WIIl the deferral of the new systeminpl enentation apply to the
new w t hdrawal options?

Yes. The new withdrawal options and the other changes to
the TSP wit hdrawal program which were described in the

| eafl et How the TSP is Changi ng, cannot be inplenented until
t he new record keeping systemis inplenented.

In my May 2000 participant mailing, you told ne that | would
receive a participant statenent in Septenber 2000 covering the
period May 2000 through August 2000. WII this still happen?

No. The next statement mailing will be in Novenber 2000, as
usual. There will be no change in our sem annual partici-
pant statenment mailing schedule until a new system i npl enen-
tation date is set.

In my May 2000 participant mailing (or, regarding wthdrawals,
wth a notice you sent ne when | separated from Federal service),
you told ne that if | apply for a loan or withdrawal after

August 15, | would have to wait until October 2000. 1Is this
still true?

No. Loan and w thdrawal requests received after August 15
w Il be processed under our current rules. There will be no
change in our nonthly disbursenent schedule until a new
systeminpl enentation date is set.

VWhen will | be able to receive any | oan or wthdrawal paynent by
EFT/Direct Deposit?

Addi tional EFT/Direct Deposit options wll becone avail abl e
when the new systemis inplenmented. EFT/Direct Deposit is
currently available for nonthly paynents only.

VWien will | be able to request a loan or withdrawal fromthe Wb
site or ThriftLine?

Because this is a new record keeping system feature, you
wll not be able to use the Wb site or the ThriftLine to
apply for a loan or withdrawal until the new systemis

i npl enent ed.



WIl the Wb site and ThriftLine be avail able during the nonth of
August ?
Yes. Web site and ThriftLine service will continue w thout
interruption until we begin the transition to the new record
keepi ng system
VWien will | be able to nmake direct paynents on ny |oan by submt-
ting guaranteed funds to the TSP?
Because this is a feature of the new record keeping system
you will have to wait until the new systemis inplenented
bef ore maki ng | oan paynents by guaranteed funds directly to
the TSP (as opposed to payroll deductions). Currently, you
may only make prepaynents in full.
VWhen will the next TSP open season be hel d?
The next open season will be held from Novenber 15, 2000 to
January 31, 2001. (The current open season runs through
July 31, 2000.)
Does the deferral of the new record keeping systemnean that |
will still tell ny agency how to allocate ny contributions anong

the G C, and F Funds?

Yes. Until the new systemis inplenented, to change the way
your contributions are all ocated anong the three investnent
funds, you nust submt Form TSP-1 to your agency during a
TSP open season. Once the new systemis operational, you

wi |l make these contribution allocation elections directly
wth the TSP at any tine.



