
Income Sources

Social Security

Retirement Accounts

Annuities

Features Traditional IRA Roth IRA 401(k)/TSP
Contribution Limits* $6,000 (under 50)

$7,000 (50 & up)
$6,000 (under 50)
$7,000 (50 & up)

$20,500 (under 50)
$27,000 (50 & up)

Tax-Deferred Growth
✅ ✅ ✅

Tax Deductible Contributions Limited
❎ ✅

Required Distributions (RMDs) at 70½
✅ ❎ ✅

Tax-Free Distributions of Interest
❎ ✅  (after 5 years) ❎

Penalties for Early Withdrawal of Earnings
✅ ✅ ✅

Features Fixed Annuity Variable Annuity
Income Tax Deferral

✅ ✅

Guaranteed Prinicpal
✅ ❎

Guaranteed Minimum Return
✅ ❎

Investment Market Return and Risk
❎ ✅

Variable Investment Choices
❎ ✅

Transfer Between Investment Choices
❎ ✅

Guaranteed Minimum Death Benefit
✅

Maybe

Variety of Payment Options
✅ ✅

Lump-Sum Withdrawals
✅ ✅

Provides Income You Cannot Outlive
✅ ✅

Monthly Annuitized Income May Vary
❎ ✅

Annuities are a tax-deferred hedge against outliving your 
assets. Premium payments are made with a single lump 
sum or in flexible installments. They can be annuitized to 
begin lifetime income payments immediately or deferred. 
Typically, withdrawals are made during the deferral 
period. A penalty may apply to any withdrawal prior to 
age 59 ½ depending on the type of annuity and the 
company from which it was purchased. 

Depending on the issuing insurance company, a 
surrender charge may apply during the early years of the 
contract.

Guarantees are subject to the claims-paying ability of the 
issuing insurance company. It is important to evaluate 
the financial stability of a company before purchasing an 
annuity.

Pros:

• Favorable tax treatment
• Low fees
• Various investment allocation 

options
• Index fund and mutual fund 

options
• The plan can be kept for life
• Qualified retirement accounts 

can be rolled into TSP accounts 
after you leave the military

Cons:

• It is not a liquid asset
• No matching funds for 

those under the military 
High 3 Retirement Plan

➡ Thrift Savings Plan (TSP) Overview

It is important to start contributing to your TSP as soon as you are 
eligible to begin saving for your retirement and to maximize the 
amount of time you have to grow your investments. Among other 
benefits, TSP has very low fees, meaning more of your money 
is working for you instead of paying for the management of the 
account. Upon leaving federal service, you will be able to keep 
your TSP account and continue to take advantage of the benefits it 
provides. You will not be able to open another TSP account once you 
separate.

Pensions

A worker qualifies for Social Security benefits once they have worked for 40 
quarters (typically 10 years of employment), and is calculated using 35 years of 
earnings.

While you can claim Social Security any time between the ages of 62 and 70, 
the Social Security Administration defines Full Retirement Age (FRA) between 
the ages of 65 and 67 depending on your year of birth. Claiming Social Security 
benefits before your FRA will permanently reduce your benefits each year, 
claiming after your FRA will increase benefits each year.

A pension is a defined-benefit retirement plan in which an employer 
promises an employee a specific amount of money in retirement without 
employees having to contribute to an account.

✅ Legacy High-3: If you serve for at least 20 years, you qualify for a lifetime 
monthly annuity payment that is calculated at 2.5% times the number of 
years of service times the average of your highest 36 months of basic pay.

✅ Blended Retirement System: If you serve for at least 20 years, you 
qualify for a lifetime monthly annuity payment that is calculated at 2% 
times the number of years of service times the average of your highest 36 
months of basic pay.

*Contribution amounts current as of 2022. For updates visit irs.gov. 


