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DRIVE YOUR OWN 
RETIREMENT DECISIONS

Income Pay offers you the flexibility to drive many aspects of how this benefit rider
works with your retirement planning. Designed to generate a higher level of guaranteed
lifetime income, Income Pay also allows you the ability to control when you receive
income payments. Since this Rider works in concert with your annuity, together they
provide you with a great combination to enhance your long-term income.

Income Pay is an optional Guaranteed Minimum Withdrawal Benefit (GMWB)
Rider that can be added to your annuity contract. In exchange for an annual cost,
the Rider offers you the ability to achieve a guaranteed lifetime income stream. On
day one, your premium will begin to accumulate as the GMWB Value. Each
contract year an amount determined by your age and current GMWB Value is
available for lifetime income. This income is available to you without a surrender
charge, Interest Adjustment (if applicable) or electing an annuity payout option.

We encourage you to carefully consider the costs, benefits and limitations of
Income Pay to ensure that it is consistent with your personal goals and needs. If
your goals and needs happen to change, you can elect to terminate this rider by
notifying us in writing.

INCOME PAY OPTIONS
Depending upon your individual needs, Income Pay
offers you two Bonus Credit Options, shown in the chart
to the right, to enhance your GMWB Value each year.
You must elect the Bonus Credit Option of your
choice at the time of purchase. Once elected, your
Bonus Credit Option cannot be changed.

Bonus Credits vary based on your chosen option. These
credits will not be available in years when a withdrawal is
taken or once you elect lifetime income payments. You
will be eligible for a Bonus Credit if a withdrawal is taken to satisfy a Required
Minimum Distribution (RMD). 

We will deduct the Rider Cost, based on your chosen option, from your annuity’s
Accumulation Value each year as outlined in this brochure.
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BONUS CREDIT OPTIONS

OPTION ONE 
Offers a 6% Bonus Credit for life. 

OPTION TWO 
Offers a 7.5% Bonus Credit for the first 10
contract years. In the tenth year, you will have 
the option to extend the 7.5% Bonus Credit for 
an additional 10 years. 

BONUS CREDITS
Bonus Credits will be available and vary based on your
chosen option. This bonus is added only to the Rider’s
GMWB Value and not your contract’s (to which this
Rider is attached) Accumulation Value. In contract
years when a withdrawal is taken, no bonus will apply,
unless the withdrawal is used to satisfy a Required
Minimum Distribution (RMD)*. Once you elect to
take lifetime income payments, bonuses will no longer
be credited to the Rider’s GMWB Value. 

*Applies only when the withdrawal is used to satisfy the RMD requirement for the annuity

contract purchased with Income Pay.

INCREASING YOUR
GMWB VALUE

If you are eligible for a Bonus Credit, the credit
will be added to your GMWB Value on your
anniversary. On each contract anniversary, your
GMWB Value will always equal the greater of your
current GMWB Value, after any applicable bonus
credit, or your contract’s Accumulation Value.  

A roll-up, called a GMWB Step-Up, occurs when
your contract’s Accumulation Value exceeds your
GMWB Value. Roll-ups occur only on contract
anniversary and will be available until age 80.
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RIDER COST
The annual cost (called the GMWB Cost) will vary based
on your chosen Bonus Credit Option (see insert). This cost
is calculated by multiplying a charge percentage (called the
GMWB Charge) by the available GMWB Value on
contract anniversary. This cost will be taken from your
annuity’s Accumulation Value on each contract anniversary
and will continue until either your contract or rider ends.
The annual costs will be deducted every year, even in those
years when a withdrawal is taken, when lifetime income
payments have been elected and when the contract does not earn any interest or index credits. This
annual cost will not change, unless you elect to extend your Bonus Credit Period (BCP). If you elect
not to extend your Bonus Credits for an additional ten years, the Rider Cost will remain the same.

If you elect to extend the BCP in the tenth contract year (only available with Option Two), the cost
for this benefit may change. However, this percentage will never be more than 1.5% each year after
you elect to extend your BCP.

Please note: if you decide to terminate this Rider, you will not be reimbursed for costs previously incurred.

GMWB VALUE
The GMWB Value is used as the basis for calculating your annual lifetime income payments (called
Lifetime Payment Amounts or LPAs). This value is used only in determining lifetime income
payments and not as the basis for calculating the Death Benefit or withdrawals from the contract.
This value can grow based on eligible “roll-ups” (called GMWB Step-Ups) and bonuses (called
Bonus Credits). Bonus Credit Percentages will be set at issue. 

Your GMWB Value initially equals 100% of your premium, plus any premium bonus that may be
included with your annuity. The following demonstrates what your initial GMWB Value may look like.

Note: Income payments and withdrawals will reduce both your annuity’s Accumulation Value and
your GMWB Value. All withdrawals or surrenders will be taken from your Accumulation Value. Any
Death Benefits payable under the annuity contract will also be based on the Accumulation Value.

GMWB COST

OPTION ONE 
0.30% times your GMWB Value each contract year. 

OPTION TWO 
0.50% times your GMWB Value each contract year.
The Company may declare a new charge
percentage if you elect to extend your BCP, not to
exceed 1.5%.

SAMPLE GMWB VALUE WITH PREMIUM BONUS

Initial Premium $100,000

5% Premium Bonus  
(multiplied by initial premium) + $5,000

GMWB Value on Day One $105,000

For annuities that do not have a premium bonus feature the GMWB Value will equal the initial premium
at the time of issue.



FLEXIBLE INCOME
As you look for ways to achieve greater control and flexibility over your retirement income, wouldn’t it be
comforting to have options to meet your future income needs? You always have the option to take
withdrawals directly from your annuity1. Or, you can begin taking income payments based on the Rider
benefit after the first contract year and as early as age 50. Payments can be started and stopped at 
any time. 

Income Pay is ideal for those individuals looking to receive income over a long time horizon. The Rider
guarantees you a lifetime income stream without surrender charges, Interest Adjustment (if applicable) or
having to take an annuity payout option. Income is available even if your annuity’s Accumulation Value
and the Rider’s GMWB Value are reduced to zero provided no excess withdrawals have been taken.2 
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LIFETIME INCOME PAYMENTS
You choose how frequently you receive your 
lifetime income payments: monthly, quarterly,
semi-annually or annually. When you first elect
lifetime income payments, your payments will be
based on your current GMWB Value multiplied by
a percentage based on your age (Lifetime Payment
Percentage, see chart below). If a RMD is required,
you will be allowed take the greater of the lifetime
income payment or the RMD.

Thereafter, on each contract anniversary, your
lifetime income payments may increase based on
the Lifetime Payment Percentage that applies to
your current age and your current GMWB Value.
This may positively impact future lifetime income
payments. However, future payments will not
decrease as long as you don’t withdraw more than
this amount in any contract year. 

Electing Lifetime Income Payments
You will need to notify us in writing to begin
lifetime income payments. After this election is
made, Bonus Credits will no longer be available.

Tax Treatment of Income Payments
Please see your tax advisor. Under current tax law,
income payments from Income Pay may be taxed
as ordinary income. Additionally, if taken prior to
591⁄2, income payments may be subject to 10% IRS
penalty tax.

Impact of Withdrawals
Your GMWB Value will be reduced for any
withdrawals taken either before or after lifetime
income payments begin. If you take a withdrawal
prior to beginning lifetime income payments, your
GMWB Value will be reduced by the same
percentage that you withdraw from your annuity.
For example, if you take an excess withdrawal of
7% of your Accumulation Value, your GMWB
Value will be reduced by 7% as well, even though
this may represent a larger amount than what you
had withdrawn. Withdrawals taken to satisfy a
Required Minimum Distribution (RMD) are
treated differently. Withdrawals taken to satisfy
your RMD will reduce the GMWB Value by the
dollar amount withdrawn, instead of the
percentage withdrawn.

Once you begin to take your Lifetime Income
Payments, withdrawals taken in excess of your
Lifetime Income Payment will reduce your
GMWB Value by the same percentage withdrawn
from your annuity. Similar to the scenario
described above, if you take an excess withdrawal of
10% in addition to your Lifetime Income
Payment, your GMWB Value will be reduced by
10% as well, even though this may represent a
larger amount than what you had withdrawn."

Please note: Excess withdrawals may be subject
to surrender charges and Interest Adjustments.
Excess withdrawals will ultimately impact your
lifetime income payments.

LIFETIME PAYMENT PERCENTAGE*
  ATTAINED AGE OF COVERED PERSON 50-54 55-59 60-64 65-69 70-74 75-79 80-84 85-89 90+

SINGLE COVERED PERSON 4% 4.5% 5% 5.5% 6% 6.5% 7% 7.5% 8%
JOINT COVERED PERSONS** 3% 3.5% 4% 4.5% 5% 5.5% 6% 6.5% 7%

* Your Lifetime Payment Percentage is determined by the attained age of the covered person. **Based on attained age of youngest covered person.

1. Withdrawals from your annuity can reduce future lifetime income payments and, in some instances, may be subject to surrender charges and Interest Adjustments.

2. You can take your Required Minimum Distribution for the contract to which this Rider is attached without reducing future lifetime income payments.
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ILLUSTRATING THE BENEFITS 
OF INCOME PAY

Examples shown reflect Bonus Credits to the GMWB Value and do not include any GMWB Step-Ups
or interest earned from the contract. If lifetime income payments are elected, the base contract will
continue to receive index or Interest Credits. 

Rider Termination
You may elect to terminate this Rider at any time. Please note that terminating the Rider forfeits access to
the GMWB Value, income payments and all Bonus Credits. Termination of the Rider will not
automatically terminate the annuity contract. Once terminated, this Rider cannot be reinstated. If your
needs change, you can elect to terminate the Rider. You will not be reimbursed for charges previously
incurred.

THE RIDER WILL ALSO TERMINATE UPON:

• Submitting written notice to surrender the contract or to terminate the contract or Rider
• At death of the owner, unless the contract contains a Spousal Continuation provision and the spouse is named the beneficiary
• On the date you begin taking annuity payments (annuitization) from the contract or on the maturity date if a payment option

is elected
• At the death of the annuitant, unless there are joint annuitants (only allowed with spouses). If there are joint annuitants, the

Rider will terminate at the time of the second death.
• If the contact’s Accumulation Value, the GMWB Value and LPA all equal zero
• If you take a loan out on your 403(b) contract and the rider is attached

TOM
Tom decided that he would like
to receive an annual income of
at least $13,000 during his
retirement. He is currently 50

and plans to retire at age 65. In order to guarantee
this annual payment, he decided to purchase a
fixed annuity and Income Pay.

The initial premium of Tom’s annuity will be
$100,000. Tom does not plan to withdraw any
money from his annuity until age 65 so he choose
Option One to maximize the Bonus Credits
available to him. During the first 15 contract years
since Tom does not make a withdrawal from his
annuity, his Rider’s GMWB Value automatically
receives a 6% Bonus Credit.

After 15 years, Tom’s GMWB Value has grown to
$239,665.85. He is now age 65 and ready to
retire. At that time he can elect to begin receiving
lifetime income payments of $13,181 based on a
5.5% Lifetime Payment Percentage that is
multiplied by his GMWB Value. Tom can
continue to receive these payments annually for
the rest of his life provided no more than $13,181
is ever withdrawn annually.

If Tom were to withdraw more than $13,181, his
lifetime payments would eventually decrease or
cease over time.

CHERYL
Cheryl is currently 60 and plans
to retire at age 67. She has
decided that she would like to
receive an annual income of at

least $10,000 during her retirement years. In order
to guarantee this annual payment, she decided to
purchase a fixed annuity and Income Pay. Her
annuity also offers a 10% premium bonus to the
initial premium funds.

Cheryl’s initial annuity premium, including
premium bonus, is $110,000. She doesn’t
withdraw any money from her annuity prior to
age 67. This allows her Rider’s GMWB Value to
receive, at each contract anniversary, an automatic
7.5% Bonus Credit.

At age 67, Cheryl’s GMWB Value has grown to
$182,495.40. She is ready to retire and elects to
begin receiving lifetime income payments of
$10,037.24 based on a 5.5% Lifetime Payment
Percentage that is multiplied by her GMWB
Value. She can continue to receive these payments
for the rest of her life provided no more than
$10,037.24 is ever withdrawn annually.



FREQUENTLY ASKED QUESTIONS
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Q. Does the Income Pay Rider have to be added to my annuity contract?

A. No, it is an optional rider that does NOT need to be added to every annuity. It is available
for issue ages 40 and above. The Rider is intended for those who want guaranteed lifetime
income withdrawals and choose to elect it and pay the cost for the rider.

Q. Is there a cost associated with this optional rider?

A. Yes, the cost of rider will vary by the Bonus Credit Option selected. This cost is
calculated by multiplying the charge percentage (GMWB Charge) by the current
GMWB Value. This amount is then subtracted from your annuity’s Accumulation Value
each year on contract anniversary. A cost is still applied even if the contact earns zero
index or Interest Credits.

Q. Is the Rider Cost guaranteed for the life of the contract?

A. The cost is guaranteed, unless Bonus Credit Option Two is chosen and you elect to
extend your Bonus Credit Percentage. In that instance, we may change your charge
percentage beginning in the eleventh contract year and that cost will stay the same from
that point forward. This charge percentage will never be more than 1.5% after you elect
to extend your Bonus Credit Percentage.

If you don’t request to extend your Bonus Credit Percentage, the initial rider cost will stay 
the same and be applied each year until the rider is terminated.

Q. When is the Rider Cost applied?

A. Every contract year; even if the contract earns zero index or Interest Credits, in years
when there are no GMWB Step-Ups, in years in which a withdrawal is taken and
continuing on when you elect and begin taking lifetime income payments. The Rider
Cost is applied every year until the Rider terminates.

Q. Is the Bonus Credit included in the Accumulation Value and available for withdrawal or 
surrender?

A. No, the Bonus Credit is only credited to the GMWB Value and is therefore not part of
the Accumulation Value or cash surrender value. 

Q. Can the Bonus Credit or GMWB Value be paid out as a Death Benefit to my named 
beneficiary?

A. No, since the Bonus Credit is only credited to the GMWB Value. This value is used to
determine your lifetime income payment amount only. It will not be paid out as a
Death Benefit to your beneficiary. 

Q. In years when a withdrawal is taken, would a Bonus Credit still apply?

A. In most instances no, since Bonus Credits are only available until you begin taking 
income payments or elect to receive lifetime income from the rider. However, if the 
withdrawal satisfies a Required Minimum Distribution (RMD), the Bonus Credit 
would still be credited to your GMWB Value.

Q. How is the lifetime income payment calculated?

A. At the time you elect to receive income from the Rider, your Lifetime Payment Amount
is calculated by multiplying your Lifetime Payment Percentage (determined by your
attained age) times your current GMWB Value. 

Q. Can additional premium be added to a contract after income payments have been 
started?

A. Yes, the additional premium would be added to your GMWB Value and your annuity’s
Accumulation Value. Your LPA may increase at the time the additional premium 
is received.
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FREQUENTLY ASKED QUESTIONS

Q. Can a spouse continue Income Pay after the death of the owner?

A. Yes, if the surviving spouse is the sole beneficiary and he or she decides to use a spousal
continuance to keep the contract in force.

If the spousal continuance occurs after you elect to receive lifetime income payments, the
current income payment amount will continue until the earlier of the surviving spouse’s
death or the GMWB Value is reduced to zero. 

If the spousal continuance occurs before you elect to receive lifetime income payments, 
income payments will be calculated based on the Lifetime Payment Election Date chosen
by the surviving spouse. Income payments will be paid until the earlier of the surviving 
spouse’s death or the GMWB Value is reduced to zero.

Q. When can I begin taking lifetime income payments?

A. lifetime income payments can begin after the first contract year once you reach age 50.
You must notify us in writing to establish your Lifetime Payment Election Date.

Q. Is the Accumulation Value calculated the same as the GMWB Value?

A. The following illustrates how the two values are calculated. 

INCOME PAY QUICK OVERVIEW

ACCUMULATION VALUE GMWB VALUE

Used in the calculation of annuity death benefits, annuity payout
options, penalty-free withdrawals and surrender values.
Applicable premium bonuses, index or Interest Credits and
additional premium can increase this value. 
Withdrawals, lifetime income payments, surrenders, surrender
charges Interest Adjustment (if applicable) and rider costs will
decrease the Accumulation Value. Bonus Credits under the Rider will
not be credited to the Accumulation Value.
The rider cost is automatically withdrawn, penalty-free, from the
Accumulation Value on each contract anniversary.

Used as the mechanism for determining lifetime income payments
and the Rider Cost. See the Rider Cost section for complete details.
Additional premium, applicable premium bonuses , annual “roll-ups”
and Bonus Credits can increase this value.
This value is used to determine your lifetime income payments. Excess
withdrawals reduce this value on a percentage basis. 
RMD’s reduce this value dollar for dollar.

Any withdrawal (penalty-free, partial or full surrender) , Death
Benefits and surrender values will be based upon your
Accumulation Value.

Lifetime income payments will be based upon your GMWB Value.

INCOME PAY FEATURES OPTION ONE OPTION TWO

BONUS CREDIT PERCENTAGE
6% BONUS FOR THE LIFE OF THE RIDER

OR UNTIL PAYMENTS BEGIN

7.5% BONUS FOR 10 CONTRACT YEARS
OPTION TO EXTEND THE BCP FOR AN

ADDITIONAL 10 CONTRACT YEARS

ANNUAL RIDER COST 0.30% TIMES THE RIDER’S GMWB VALUE 0.50% TIMES THE RIDER’S GMWB VALUE

RIDER CHARGE GUARANTEED FOR LIFE OF
THE RIDER?

YES
YES, IF THE BCP IS NOT EXTENDED.

NO, IF THE BCP IS EXTENDED,
NOT TO EXCEED 1.5%
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Income Pay is not available on the NA Freedom ChoiceSM with 5% Penalty Free Withdrawal. 

Income PaySM is an optional rider issued on form AE13A (rider) and SP513B (spec page) or state variation by North American Company for Life and Health Insurance, West Des Moines, IA. This feature may not
be available in all states. Neither North American, nor any agents acting on its behalf, should be viewed as providing legal, tax or investment advice. Consult with and rely on a qualified advisor.

This brochure is for solicitation purposes only. Please refer to your contract for any other specific information. With every contract that North American issues there is a free-look period. This gives you the right
to review your entire contract and if you are not satisfied, return it and have your premium returned.

SPECIAL NOTICE REGARDING THE USE OF A LIVING TRUST AS OWNER OR BENEFICIARY OF THIS ANNUITY.
The use of living trusts in connection with an annuity contract can be a valuable planning mechanism. However, a living trust is not always appropriate when mass-produced in connection with the sale of an
insurance product. We strongly suggest you seek the advice of your qualified legal advisor concerning the use of a trust with an annuity contract.

FINANCIAL STRENGTH
All North American tax-deferred annuities are backed by the financial strength of the Company’s investment
portfolio, which emphasizes high-quality bonds that provide safety, liquidity and competitive interest rates. In
states where this product is approved, North American maintains reserves equal to those required by 
state regulation.

www.nacannuity.com

NORTH AMERICAN COMPANY FOR 
LIFE AND HEALTH INSURANCE
Annuity Service Center
4601 Westown Parkway, Suite 300
West Des Moines, IA 50266

NOT FDIC INSURED.
NO BANK GUARANTEE.

A.M. Best A+ (Superior)*, º 2nd highest out 
of 15 categories

A.M. Best is a large third-party independent
reporting and rating company that rates an

insurance company on the basis of the
company’s financial strength, operating

performance, and ability to meet its
obligations to contract holders.

Standard & Poor’s
Corporation A+ (Strong)º, § 5th highest out 

of 22 categories
Standard & Poor’s Corporation is an

independent third-party rating firm that rates
on the basis of financial strength.

* A.M. Best rating assigned on April 16, 2009. For the latest rating, access www.ambest.com. 

º Awarded to North American as part of Sammons Financial Group, which consists of Midland National Life Insurance Company and North American Company for Life and Health
Insurance.

§ Standard and Poor's rating assigned February 26, 2009.

Ratings shown reflect the opinions of the rating agencies and are not implied warranties of the Company’s ability to meet its financial obligations. Ratings are current as of the
date of this brochure.


