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Lifetime Income Benefit Overview
�� Available for issue ages 50 and above
�� Provides a lifetime income (subject to certain restrictions)
�� You control money remaining in your contract (annuitization not required)
�� You choose the Rate/Benefit option that best suits your needs 
�� Spousal income benefit available

Lifetime Income Benefit Features
The Lifetime Income Benefit Rider (LIBR) allows you to take a lifetime income from your annuity without 
losing control of your retirement assets. This is possible because the lifetime income is in the form of 
regular withdrawals from your contract rather than annuitized payments. The amount of your Lifetime 
Income Benefit (LIB) is determined by multiplying your Income Account Value (IAV) (described below) 
by a Benefit Payout Percentage. The Benefit Payout Percentage is based upon your age at the time you 
elect payments and is described in more detail below. You may start and stop LIB payments at any time. 
If restarted, we resume LIB payments based on the original Benefit Payout Percentage applied to the 
greater of your current Contract Value or your current IAV.  

Income Account Value Calculation
The IAV is a value used solely to determine the amount of income you will receive under the LIBR. It is not 
a traditionally accessible value; rather it serves as a measuring value tool for purposes of the Rider only. 
At any one time, the IAV equals the total Premiums paid accumulating at the IAV rate. The accumulation 
of the IAV will continue at the predetermined percentage until one of the following occurs:  the end of the 
IAV period, the date LIB payments begin, or either the Rider or the Base Contract to which it is attached 
terminates.

PLEASE NOTE:  The IAV is NOT a part of your Contract Value as defined in the base 
contract – it is not part of the cash Surrender Value and cannot be accessed by Surrender or 
Withdrawal. While your LIB payment will be based upon the value of your IAV, all withdrawals, 
LIB Payments, Surrenders and lump-sum distributions are deducted from your Contract Value 
and IAV Value. The IAV serves as a factor for calculating the LIB only.

Reset of IAV Period 
You may reset your IAV period once, on any Contract Anniversary between the third and seventh Contract 
anniversaries.  You may reset your IAV Period by submitting your request in writing.  Your new IAV period 
will be for the same duration as the original IAV period. Your IAV then becomes the greater of your IAV or 
your Contract Value at the time of reset. 

American Equity
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“When you purchase one of our innovative insurance 
products, you are buying a promise - our promise that 
American Equity will be there when you need us.  We 
have been fulfilling that promise since we were founded.”

-David Noble
Founder and Executive Chairman of the Board
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Lifetime Income Benefit Options
American Equity offers two choices with our LIBR - Choice Series Version for anyone who is age 50 or 
above and actively selects to add the LIBR to their Contract at issue. You need to determine which option 
best suits your needs. If you do not select an option below, there will not be a Rider attached to your 
Contract.

Option 1: Lifetime Income Benefit Rider  
This lifetime income option offers an IAV rate of 7.0%. Your IAV period with this option is seven years 
and if you reset on the seventh anniversary, your IAV could grow for up to 14 years. There is a Rider 
Fee of 0.90% of your Contract Value. This fee is deducted from your Contract Value on each Contract 
Anniversary as long as the LIBR remains active. You will have the option to reset your IAV period. The 
company may, at the time of reset, change the Rider Fee.

Option 2: Lifetime Income Benefit and Wellbeing Rider
This lifetime income option offers an IAV rate of 7.0%. Your IAV period with this option is 7 years and 
if you reset on the seventh anniversary, your IAV could grow for up to 14 years.   There is a rider fee 
of 1.00% of your Contract Value. This fee is deducted from your Contract Value on each Contract 
Anniversary as long as the rider remains active. You will have the option to reset your IAV period. The 
company may, at the time of reset, change the Rider Fee. The Wellbeing Rider is not available in all 
states.

What is the Optional Wellbeing Benefit?
The Wellbeing Benefit increases the amount of your LIB payment by the enhanced LIB Withdrawal Factor 
(currently 200%) if you or your spouse (if Joint Life Payout is selected) meet all seven of the eligibility 
requirements, outlined below:

1. This Rider must be in force; 
2. The enhanced LIB waiting period (currently two years) has elapsed;
3. You (and your spouse, if applicable) are at least age 50 at election;
4. Your current Contract Value is greater than zero;
5. You (or your spouse, if applicable) were able to perform all six Activities of Daily Living (ADL’s) on the 

effective date of the Rider;
6. The enhanced LIB has not been previously elected; and 
7. You (or your spouse, if applicable) provide a licensed doctor’s statement, on a form we provide, 

certifying that you (or your spouse) are now no longer able to perform two of the six ADL’s without 
substantial assistance due to a permanent loss of functional capacity. 

The six ADL’s include: bathing, dressing, transferring, toileting, continence and eating. Your LIB payment 
will be increased for the duration of the enhanced LIB period (currently five years). The enhanced LIB 
period will elapse and no further enhanced LIB will be payable after the expiration of the enhanced LIB 
period.
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Payee’s Minimum
Age at election of LIB

Single Life
Payout Percentage 

Joint Life 
Payout Percentage

50 3.50% 3.00%
51 3.60% 3.10%
52 3.70% 3.20%
53 3.80% 3.30%
54 3.90% 3.40%
55 4.00% 3.50%
56 4.10% 3.60%
57 4.20% 3.70%
58 4.30% 3.80%
59 4.40% 3.90%
60 4.50% 4.00%
61 4.60% 4.10%
62 4.70% 4.20%
63 4.80% 4.30%
64 4.90% 4.40%
65 5.00% 4.50%
66 5.10% 4.60%
67 5.20% 4.70%
68 5.30% 4.75%
69 5.40% 4.80%
70 5.50% 4.85%
71 5.60% 4.90%
72 5.70% 4.95%
73 5.80% 5.00%
74 5.90% 5.05%
75 6.00% 5.10%
76 6.10% 5.15%
77 6.20% 5.20%
78 6.30% 5.25%
79 6.40% 5.30%

80+ 6.50% 5.35%

Benefit Payout Percentage

Lifetime Income Benefit Election 
You may elect to receive LIB payments anytime after your first Contract Anniversary.  At the time you 
choose to begin LIB payments, you may select either the Single Life or Joint Life Payout option.  Once 
your LIB payments begin, these choices are locked in and may not be changed. Your LIB payments will 
be based on these selections, multiplied by the Benefit Payout Percentage as shown in the table below. 
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Single Life and Joint Life Payout 
At the time you elect to start receiving LIB payments, you may choose either a Single Life or a Joint Life 
Payout. With the Single Life option, payout factors are determined based on your age at time of payout 
election. With the Joint Payout option, the Joint Payee must be a legal spouse as defined under federal 
law and  be at least 50 years old. We base LIB payment amounts on the age of the younger Joint Payee. 
We will make LIB payments until the death of the last surviving spouse.

LIB payments are considered Withdrawals from your contract and reduce the IAV and Contract Value on 
a dollar for dollar basis. LIB payments are guaranteed for your life even if your Contract Value reduces 
to zero due solely to subtraction of LIB payments.

Excess Withdrawals
Additional withdrawals after LIB payments start are considered Excess Withdrawals (EW) and will reduce 
future LIB payment amounts and your IAV on a pro-rata basis. If an EW plus LIB payment exceed the 
Penalty-free Withdrawal amount allowed in any Contract Year, surrender charges will be applied to any 
amount in excess of the Penalty-free Amount. Should the EW reduce the Contract Value to below the 
minimum value as outlined in your contract, the Rider will terminate and the LIB payments will stop.  

For example: If your annual LIB is $5,000, you take an EW of $5,000 which is 5% of your contract and 
income account values of $100,000 at the time of your EW, the new annual LIB is reduced by 5% to 
$4,750 and your Contract Value and IAV are reduced by $5,000 to $95,000.

Required Minimum Distributions 
The LIBR is Required Minimum Distribution (RMD) friendly.  If the LIB payment does not satisfy the RMD 
amount for your contract for that year then any amount withdrawn, to bring the LIB payment up to the 
RMD amount for that year, will not be considered an EW. 

Death Of Owner
The LIBR terminates at the death of the Owner/Annuitant. The Rider continues if the spouse is the sole 
beneficiary and meets the following conditions:

�� If the owner/annuitant dies before LIB payments begin, the spouse may step in to the contract and the 
LIBR will continue with the contract; or

�� If LIB payments have already begun, the surviving spouse is eligible to receive: 

a) The current Contract Value in a lump sum or any other payout option available; or

b) The remaining IAV in a series of payments of up to 6% of the IAV, each based on the spouse’s age at date 
of step-in, until IAV is depleted to zero; or

c) May stop LIB payments and choose to restart them later based on the spouse’s age at date of restart, up to 
a maximum of 6% of the remaining IAV annually, until the IAV is zero.
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Tax Treatment
All LIB payments are considered a withdrawal from the Contract Value. Any withdrawal is subject to 
income taxation as outlined by the Internal Revenue Code. Additionally, the taxable portion of any 
withdrawal taken prior to age 59½ may be  subject to a 10% penalty by the Internal Revenue Service for 
early withdrawal of deferred interest. Please contact your tax professional for additional information.   

A Case Study
Let’s explore a hypothetical case to see how the Rider can provide for a lifetime income. 

Stan White 

�� 55-year-old male
�� Savings:  $200,000
�� Company sponsored pension starts at age 65
�� Expecting Social Security payments at age 65 
�� No major expenses; no mortgage payments; daily living costs only

Goals

�� Wants to retire at age 62 without his money running out
�� Wants enough income to supplement his savings, which he plans to live on from age 62 until  
Social Security and his pension payments start at age 65  

�� Doesn’t want to start Social Security payments until age 65

Assumptions for all scenarios:

�� No EW’s are taken
�� $100,000 single premium 
�� No withdrawals prior to electing income
�� Income is elected at the end of year seven when Stan turns age 62
�� For the 7.0% IAV rate, assumed reset at year seven with no fee change

Scenario #1
After completing a fact-finding analysis of Stan’s financial situation and goals, Stan’s agent recommends 
taking $100,000 of his savings to purchase an annuity with the LIBR, explaining that the guaranteed 
lifetime income he can receive starting at age 62, coupled with his remaining savings should be enough 
to get him to age 65.  After that, the guaranteed income the LIBR provides will help supplement his 
pension and Social Security income. Stan listens to what his agent says and feels this may be a good 
solution for his needs.  However, he wants to see how the LIBR works.

Stan’s agent explains how LIB payments are 
calculated.  Stan’s potential income is based on 
the increase in the IAV and his age at election of 
lifetime income. Stan’s agent reminds him that  
the IAV is not an actual value in the traditional 
sense, rather a value used to determine the 
amount of his LIB. Stan’s IAV is calculated by 
taking:

�� $100,000 single premium; accumulating at
�� 7.0% annually until payments begin.

Years IAV Accumulates IAV @ 7.0%

1 $107,000

2 $114,490

3 $122,504

4 $131,080

5 $140,255

6 $150,073

7 $160,578
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The longer Stan waits to start LIB payments, the greater the accumulation of the IAV. Of course, if LIB 
payments are not elected, and the IAV period is reset, the IAV will continue to accumulate until the end 
of the IAV period. Stan’s agent also explains to him that the IAV is only accessible if Stan elects 
to start taking a lifetime income.  Stan will not be able to withdraw a lump sum based on the 
IAV.

Stan wanted to see what options the LIBR provide him at his expected retirement at age 62.  He also 
wants to know what the difference is between the accumulation options.  He asked his agent to show 
him his:

�� IAV
�� LIB payments 
�� Contract Value
�� Rider fees paid for the IAV accumulation of 7.0%

Scenario #1 – Lifetime Income Benefit Rider
Option #1 – 

�� End of seventh Contract Year 
�� IAV accumulation option 7.0%
�� Rider Fee 0.90% of Contract Value annually+

�� Contract Value accumulates 3% annually**

IAV
Cumulative
Rider Fee 
Charged

Contract Value
Guaranteed 
Income %

Annual LIB
 Payment

 (IAV x 4.7%)

$160,578 $5,858 $116,494 4.7% $7,547

End of  
Contract Year

Age IAV Guaranteed annual 
Payment

Wellbeing  
Payment

5 60 $140,255 $6,312 $12,624
10 65 $196,715 $9,836 $19,672 

Scenario #2 – Lifetime Income Benefit Rider with Wellbeing Option
Stan then thought that the income from this portion of his money was important and wondered 
what would happen if he needed more income because of additional medical costs. Stan’s agent 
explained the LIB and Wellbeing option. This option gives Stan the IAV growth at 7.0% as well as an 
increase in his LIB payments if certain requirements are met. This option has an annual fee of 1.00% 
of the Contract Value. Stan must weigh the cost with the benefits. Stan’s agent explains to him that if 
sometime after the waiting period of two years Stan is unable to do two of the six activities of daily 
living, his LIB payment percentage will increase 200% for up to five years (the enhanced LIB period).  
After five years or if his eligibility requirements are no longer met, Stan’s LIB payments will go back to 
the original calculation. Stan’s agent showed him an example of what those enhanced LIB payments 
could look like if turned on at various ages. (Assumes IAV period is reset)

Riders issued under form series ICC14 R-LIBR, 14 R-LIBR-W and state variations thereof. Availability may vary by product and state. Ask agent for details.
** Hypothetical return; for demonstration purposes only. Not a prediction of future performance.
+ The Rider Fee will continue to be taken against the Contract Value as long as the contract is in force or until the rider terminates.
1 Source:  http://www.looktowink.com/2015/03/indexedannuityalltimesales/
A.M. Best has assigned American Equity an “A-“ (Excellent) rating, reflecting their current opinion of the financial strength and operating performance of American Equity 
relative to the norms of the life/health insurance industry.  A.M. Best utilizes 15 rating categories ranging from A++ to F.  An A- rating from A.M. Best is its fourth highest 
rating.  For the latest rating, access www.ambest.com.
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American Equity is committed to your retirement years 
and your financial security. We design our products with 
your future in mind, and customized service to assist you 
in leading the life you have planned. All of our employee-
owners are committed to ensuring your retirement-planning 
peace of mind. 

Our commitment to quality service and strong Contract 
Owner benefits is unsurpassed in our industry. Our steadfast 
focus on our Contract Owners has lead us to record growth 
in our industry, and we are the number 3 producer of fixed 
indexed annuities in the market.1

When you purchase an American Equity annuity, you are 
buying more than a product – you are buying a promise. We 
guarantee that we will be there for you when you need us. If 
you want an annuity that can offer you safety of principal, 
flexibility, tax advantages, access when you need it and 
a chance to have a lifetime income – we are the one who 
works for you.

life.american-equity.com 888-221-1234Call us at
6000 Westown Pkwy, West Des Moines, IA 50266
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Ron Grensteiner, President


