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We can help you plan for tomorrow
457(b) Deferred Compensation Annuity

We believe educators work hard to take care of our children’s future.  That’s why we work hard  
to take care of your future.  One way we help is by offering a 457(b) deferred compensation 
annuity program in your school system, underwritten by the Horace Mann Life Insurance 
Company.  It’s just one of many ways Horace Mann seeks to help educators and their families 
achieve financial well-being for a lifetime.

What is a 457(b) annuity?

You probably know an annuity is an insurance contract protecting you against the risk of 
outliving your income.  And you’re probably aware that 403(b) annuities allow employees of 
public schools to plan for retirement using pre-tax premium payments.  

Another section of the Internal Revenue Code, 457(b), provides similar retirement planning 
opportunities to employees of governmental agencies.  Tax laws allow educators to use 457(b) 
as well as 403(b) to plan for their futures!   

Why should you participate in a 457(b) deferred compensation annuity program?

 •  The 457(b) annuity is a convenient way to plan for retirement.  Premium payments are 
taken automatically from your paycheck via pre-tax salary reduction.  

 •  You have the opportunity to accumulate more tax-deferred savings.  If you are already 
setting aside the maximum amount per year to your 403(b) annuity, you can use a 457(b) 
annuity to increase the amount of money you save for your retirement, while enjoying the 
tax deferral benefit on both premium payments and accumulated value.

 •  We keep you informed of the status of your 457(b) annuity.  Once you start making 
payments, you’ll receive regular reports on your annuity, so you can keep track of how your 
retirement plan is progressing.      

Why should you choose Horace Mann?

	 •		Horace	Mann	was	Founded by Educators for Educators®, and we’ve been helping educators  
plan for retirement since Congress created the 403(b) Tax-Deferred Annuity in 1961.

	 •		We	currently	help	educators	in	nearly	5,000	school	systems	across	the	country	plan	 
for retirement.  

	 •		We	offer	variable	annuities	with	a	variety	of	investment	choices,	as	well	as	fixed	annuities,	 
to help you develop a personal investment strategy tailored to your needs.
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457(b) key tax points

Annual salary reduction limits

As a result of current tax laws, you can take advantage of increased annual salary reduction contribution limits 
through 2013.  The 457(b) limits are in addition to limits established for other retirement accounts, like a 403(b), 
a traditional IRA or a Roth IRA.

Annual limit
 Tax year under age 50 50 or above*
 2012 $17,000 $22,500
 2013 $17,500 $23,000

 * The age 50 or above catch-up provision applies only if allowed by the employer’s plan.

Years of service catch-up provisions

The following rules apply to the 457(b) “years of service” catch-up if permitted by the employer’s plan:

	 • Available during the three years prior to normal retirement age as specified in the employer’s plan.

	 •  May not exceed the lesser of twice the annual limit or the annual limit plus the amount of annual limit  
not used in prior years.

	 •	If	used	with	one	employer,	the	“catch-up”	cannot	be	used	with	any	other	employer.

	 •  Cannot use both the years of service catch-up and the age 50 or above catch-up in the same year.   
Can use the age 50 or above catch-up if it results in a higher limit.

Distribution requirements

To withdraw money from a 457(b) plan, you must be separated from service, reach age 70 ½, or have  
a financial hardship which is immediate and unexpected.  Distributions are subject to taxation as  
regular income.  Your employer’s plan may have additional restrictions. 

While you can receive the benefits of tax deferral in any product used in a tax-qualified retirement plan, an annuity 
offers additional benefits, such as a death benefit and the ability to receive a lifetime income.  In order to offer these 
benefits there are additional charges and fees included in the annuity.  You should consult with your tax advisor 
regarding any tax-favored products.

You should read the contract prospectus and the underlying investment option prospectuses carefully and consider 
the investment objectives, risks and charges and expenses carefully before you invest or send money. You may obtain 
prospectuses from your Horace Mann representative or by calling 1-800-999-1030. The prospectuses will provide 
complete information about Horace Mann’s variable annuity contracts, Horace Mann Life Insurance Company 
and the underlying investment options. Horace Mann Life Insurance Company underwrites these variable annuity 
contracts, which are offered by Horace Mann Investors, Inc., member FINRA. Horace Mann Investors, Inc. is located 
at #1 Horace Mann Plaza, Springfield, IL 62715.  Variable annuities are subject to risk and volatility.
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Maximize contributions toward your retirement
Take advantage of the maximum contribution limits for 403(b), 457(b) and traditional  
and Roth IRA plans.  Below are the maximum limits allowable by the IRS  
and additional information to help you understand how to determine your limits.  

403(b) 2012 2013

Annual contribution limit:*   $17,000 $17,500

Contribution limit for those eligible for 15 years of service catch-up: $20,000 $20,500 
  A special catch-up contribution is available if you have  

15 years of service with your current employer and your 
total contributions to your current employer’s 403(b) plan 
equal an average of less than $5,000 per year.  The maximum 
is $3,000 per year with a lifetime limit of $15,000 or until average 
deferrals equal $5,000 per year, whichever comes first. 

Contribution limit for those eligible for age 50 or older catch-up: $22,500 $23,000 
  A special catch-up contribution ($5,500 in 2012 and 2013) 

is available if you are age 50 or older.

Contribution limit for those eligible for 15 years of service 
catch-up and age 50 or older catch-up: $25,500 $26,000 
  You may qualify for both the 15 years of service  

catch-up and the age 50 or older catch-up.  However,  
the special 15 years of service catch-up must be used first.

Please note the school district sponsoring a 403(b) plan  
may limit the use of catch-up contributions.

457(b) 2012 2013

Annual contribution limit:*   $17,000 $17,500

Contribution limit for those within three years of normal retirement age: Varies Varies 
  A special catch-up contribution is allowed during the last three years  

prior to normal retirement age if you have not contributed the  
maximum amount in prior years.  The special catch-up contribution 
is 200% of the annual limit or the annual limit plus the portion  
of unused annual limits from prior years if smaller.

Contribution limit for those age 50 or older: $22,500 $23,000 
  An additional amount may be contributed if you are age 50 or  

older but may only be used in years where the special  
“three-year” catch-up contribution does not result in a higher limit.

Please note the school district sponsoring a 457(b) plan  
may limit the use of catch-up contributions.

IRA (Traditional and Roth) 2012 2013

Annual contribution limit:   $5,000 $5,500

Contribution limit for those age 50 or older: $6,000 $6,500

 

 
 
 

*These limits include Roth contributions.
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Make a difference 
with a 403(b) TDA
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Supplement your retirement income
A 403(b) tax-deferred annuity (TDA) supplements
your retirement income.

• Depending on your retirement age, it’s not
unusual to live another 20 to 30 years.

• Some experts say you’ll need 70 to 100 percent
of your pre-retirement income in retirement.

• Social Security and your State Teacher
Retirement System pension may not replace
your pre-retirement income.

Premium facts
Your premiums to a 403(b) TDA:

• are tax-deferred (made before you pay income
taxes and immediately reduce your current
taxable income);

• are made through convenient payroll
reduction;

• have higher premium limits than IRAs;

• are taxed as income when you withdraw the
money at retirement; and

• have a variety of distribution options including
lifetime options.

Paycheck comparison chart
Without     With 
403(b)         403(b)

Gross pay $1,000 $1,000

403(b) salary reduction $0 $200

Income subject to federal tax $1,000 $800

Federal tax rate on income 28% 28%

Net pay $720 $576

After-tax difference $144

If you contribute $200 to a 403(b) from your gross
pay, your net pay is only reduced by $144.

Additional deductions will affect actual take-home pay.
This chart is for illustrative purposes only and is based
on specific assumptions.  This comparison doesn’t
allow for additional taxes being withheld.

See the value of a 403(b) TDA
• A 403(b) plan can make you a disciplined 
saver because your employer takes your
premium out before you get paid.

• Your earnings potential can increase with 
more premiums.

• Participation in a 403(b) plan does not 
reduce any Social Security benefits. 

Access your money
You may access your money before age 59½:

• if you become disabled;

• if you leave your job*;

• because of an emergency hardship*; or

• if you die.

Some 403(b) providers offer loans.**  If available,
this is another way to access your money.  Your
employer's 403(b) plan may restrict distributions
and loans. 

Let your Horace Mann representative help you
develop a strategy that will help you meet your
retirement goals.
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*Distributions taken prior to age 59½ are generally subject to an additional 10 percent federal income tax.
**Taking a loan can also have significant consequences for earnings growth.



While an annuity is not required in order to obtain
tax deferral within a 403(b) or other qualified
retirement plan, an annuity offers additional benefits,
including guaranteed death benefit protection and the
option of receiving guaranteed monthly income
payments for life. In order to offer these benefits there
are additional charges and fees in the annuity. 

In addition, withdrawals on tax-qualified contracts
may be restricted by the IRS or your employer’s plan.
You should consult a tax advisor with respect to the
tax implications of annuity products.  Horace Mann
annuity products are underwritten by Horace Mann
Life Insurance Company.

Non-qualified 403(b)/

CDs annuity Traditional IRA Roth IRA

Monthly deposit $200 $200 $200 $200

Tax rate on deposit 28% 28% 0.00% 28%

Actual deposit at beginning $144 $144 $200 $144
of each month

Earned interest rate 6% 6% 6% 6%

Tax rate on earnings 28% 0.00% 0.00% 0.00%

Total deposits $60,480 $60,480 $84,000 $60,480

Total earnings after tax $78,438 $138,282 $192,058 $138,282

Accumulation value $138,918 $198,762 $276,058 $198,762

Tax rate on deposit withdrawal 0.00% 0.00% 28% 0.00%

Tax rate on earnings withdrawal 0.00% 28% 28% 0.00%†

After-tax withdrawal value $138,918 $160,043 $198,762 $198,762

The calculations in this chart assume you invest for 35 years and are in the 28 percent tax bracket throughout
all of those years and that the Traditional IRA contributions are tax-deductible.  The after-tax withdrawal
value assumes the entire account is withdrawn at the end of the 35th year.  It assumes withdrawals are made 
in a manner to avoid the additional 10 percent federal income tax on early distributions.

This chart is for illustrative purposes only and does not represent the performance of any specific investment
or take into account any contract charges or any other taxes.

Tax type accumulation comparisons

† Earnings can be withdrawn income tax free and without the additional 10 percent federal income tax on early
distributions if you are over age 59½ and have had the Roth IRA for at least five years.



Horace Mann – the father of American public education

Horace Mann believed every child should receive a basic education, and as 

a result worked hard to create a ladder of opportunity for millions of children.  

We are proud to share his name.

Visit us at
horacemann.com
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