
215 ILCS 5/229.4a.(3)(A)(ii), (5),(6),(8),(10) Lump Sum Settlement 
 
Sec. 229.4a. Standard Non-forfeiture Law for Individual Deferred Annuities. 
 
(3) Nonforfeiture Requirements. 
 
        (A) In the case of contracts issued on or after the operative date of this Section as defined in 

subsection (13), no contract of annuity, except as stated in subsection (2), shall be delivered or 
issued for delivery in this State unless it contains in substance the following provisions, or 
corresponding provisions which in the opinion of the Director of Insurance are at least as favorable 
to the contract holder, upon cessation of payment of considerations under the contract:  

  
        (ii) If a contract provides for a lump sum settlement at maturity, or at any other time, that upon 

surrender of the contract at or prior to the commencement of any annuity payments, the 
company shall pay in lieu of a paid-up annuity benefit a cash surrender benefit of such amount 
as is specified in subsections (5), (6), (8) and (10). The company may reserve the right to defer 
the payment of the cash surrender benefit for a period not to exceed 6 months after demand 
therefor with surrender of the contract after making written request and receiving written 
approval of the Director. The request shall address the necessity and equitability to all 
policyholders of the deferral;  

 
(5) Computation of Present Value. Any paid-up annuity benefit available under a contract shall be such 

that its present value on the date annuity payments are to commence is at least equal to the minimum 
nonforfeiture amount on that date. Present value shall be computed using the mortality table, if any, 
and the interest rates specified in the contract for determining the minimum paid-up annuity benefits 
guaranteed in the contract.  

  
    (6)  Calculation of Cash Surrender Value. For contracts that provide cash surrender benefits, the cash 

surrender benefits available prior to maturity shall not be less than the present value as of the date of 
surrender of that portion of the maturity value of the paid-up annuity benefit that would be provided 
under the contract at maturity arising from considerations paid prior to the time of cash surrender 
reduced by the amount appropriate to reflect any prior withdrawals from or partial surrenders of the 
contract, such present value being calculated on the basis of an interest rate not more than 1% higher 
than the interest rate specified in the contract for accumulating the net considerations to determine 
maturity value, decreased by the amount of any indebtedness to the company on the contract, 
including interest due and accrued, and increased by any existing additional amounts credited by the 
company to the contract. In no event shall any cash surrender benefit be less than the minimum 
nonforfeiture amount at that time. The death benefit under such contracts shall be at least equal to 
the cash surrender benefit.  

  
 (8) Maturity Date. For the purpose of determining the benefits calculated under subsections (6) and (7), 

in the case of annuity contracts under which an election may be made to have annuity payments 
commence at optional maturity dates, the maturity date shall be deemed to be the latest date for 
which election shall be permitted by the contract, but shall not be deemed to be later than the 
anniversary of the contract next following the annuitant's seventieth birthday or the tenth anniversary 
of the contract, whichever is later.  

 
(10) Inclusion of Lapse of Time Considerations. Any paid-up annuity, cash surrender or death benefits 

available at any time, other than on the contract anniversary under any contract with fixed scheduled 
considerations, shall be calculated with allowance for the lapse of time and the payment of any 
scheduled considerations beyond the beginning of the contract year in which cessation of payment 
of considerations under the contract occurs.  

 
(Source: P.A. 93-73, eff. 8-6-04.)  
 
 



 
 


