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A. Work Comp Structured Settlements - What are they?
1. An alternative to an all cash settlement under a Compromise and Release ( C & R)
2. A Structured Settlement provides for Up-Front Cash (Attorney’s Fee, Cash to Applicant and Seed Money for the Medicare Set-Aside) and a series of future Periodic Payments.  The stream of future Periodic Payments can be “tailor-made” to fit the individual needs of the particular applicant. 
3. The Periodic Payments are funded by the purchase of special settlement annuities offered by a select group of extremely large Life Insurance Companies.

4. The Periodic Payments of a Structured Settlement are received tax free by the Applicant if certain conditions are met:

a. The defense has to purchase the settlement annuity that funds the Structured Settlement     

b. There can be no constructive or actual receipt of the funds by Applicant or Applicant’s Counsel; this means that the Applicant or his/her Attorney cannot purchase a tax free Structured Settlement.
c. The standard Compromise and Release document is utilized to effectuate a Work Comp Structured Settlement.  In order to provide for the tax free nature of the Periodic Payments, and to conform to IRS regulations, a separate Addendum is created and incorporated into the C & R document.  Specific language preserves the tax free status of the payments and is found in these separate Addendums.    (See Addendum A).
B. Why Use a Structured Settlement in the Resolution of Your Case?
1. Applicants blow the cash.  Studies have shown that up to 90% of those receiving lump sums for injuries have no money left from the settlement at the 5 year mark.  Structured Settlements can provide for guaranteed lifetime payments.

2. Family and friends show up for their share of the money.  With a Structured Settlement the money is paid over time, this makes it easier to tell them NO.

3. A Stipulation or Findings and Award provide for bi-weekly payments which may be smaller than what the Applicant needs or desires.  Under a Structured Settlement the Periodic Payments can be re-worked to meet the needs and financial safety concerns of the Applicant.
4. Under a Stipulation or Findings and Award payments cease upon the death of the Applicant.  By utilizing a Structured Settlement, guaranteed payments can be made to spouses, family members and other loved ones in the event of an early, unexpected and untimely demise.
5. A Structured Settlement provides a competitive rate of return, tax free benefits, financial security not available with other investments, professional money management at no cost
6. The Periodic Payments can be designed to supplement and preserve other sources of benefits and income such as: retirement funds, Long Term Disability, and Social Security.  
C. Types of Cases Conducive to Utilizing a Structured Settlement

1. 100% Disability.  These serious injury cases usually involve lifetime future medical needs. Life Care Plans are increasingly being utilized in the more serious and complex cases to determine accurate future medical needs and costs. Structured Settlements are virtually the only option available to ensure that money necessary for future medical is available when needed. 
2. Death Claims.  The Structured Settlement is able to work with the negotiated settlement dollars to provide college funds for minors or possibly lifetime benefits for surviving spouses.  
3. 40-99% Disability (with substantial future medical needs).  Cases involving less than 100% disability, where future medical expenses are expected to run $500 per month or greater, should be analyzed as to their potential for a Structured Settlement.
4. Applicants with serious pre-existing non-industrial medical needs                       (See Addendum “B”)

5. Cases Where Applicant is Receiving Governmental Benefits.  The Structured Settlement should be explored for the potential of maximizing the settlement dollars by designing the Periodic Payments in such a manner that allow for maximum recovery of both governmental benefits and Work Comp benefits

6. Attorney’s Fees.  Attorneys are able to Structure their fees on a tax deferred basis.  A Work Comp attorney is free to design a Periodic Payment plan of their choosing. Payments can begin immediately of can be deferred.  Payments can be for life or for certain periods of time.  Taxes are payable when the money is received.  Applicant Attorneys are able to Structure their fees whether or not the Applicant utilizes a Structured Settlement.
7. Medicare Set-Asides.  Medicare allows for the utilization of a Structured Settlement in the funding of the Medicare Set-Aside.  The Periodic Payments are determined by the vendor who has created the Set-Aside Allocation. Structuring the Medicare Set-Aside saves money.  
D.   Medical Underwriting and Substandard Age Ratings (Rated Ages)
1. Serious Injuries or Illnesses and complications from these conditions can reduce an Applicant’s Life Expectancy  (See Addendum “B”)
2. Structured Settlement Brokers provide medical records to the Life Insurance Companies providing settlement annuities requesting a substandard rating (Rated Age)

3. A Substandard Rating means that an annuity issuer (Life Insurance Company) has decided that an annuitant’s (Applicant’s) Life Expectancy is less than normal. The shorter Life Expectancy results in a lower annuity premium (cost) than a premium for a standard life for the same stream of benefits. The reduction in Life Expectancy produces what is called a “Rated Age”.  For example, a 20 year old male who becomes a paraplegic may be given a “Rated Age” of 40.  This means that, because of this Applicant’s medical condition, he now has the Life Expectancy of a 40 year old male as opposed to his chronological age of 20.  In other words, Rated Ages allow for a price reduction in providing lifetime benefits to an applicant 
4. Medical Conditions not related to the Work Injury can also be utilized in obtaining a Rated Age. 
5.  Rated Ages can be utilized to keep down the cost of Medicare Set-Asides 
E.   Life Insurance Companies Which Provide Structure Settlement Annuities
1. Please see Addendum “C”  for list of Life Insurance Companies providing Structured Settlement annuities

2. Several of the Work Comp Carriers have affiliate Life Insurance Companies.  Examples are:  AIG/American General, Liberty Mutual/Liberty Life, Hartford/Hartford Life;  these arrangements are often called “In House”  Structure Programs.  
3. “In House” Structured Settlement Programs not necessarily detrimental if the “In House” Life Insurance Company provides competitively priced annuities to fund the Periodic Payments.  To ensure that this occurs, Applicant’s Attorney needs to utilize the services of their own Structured Settlement Broker.
F.  Using Your Own Structure Broker to Effectuate and Maximize Your Settlement
1. The Structured Settlement Broker is the Professional who is licensed to provide the tax free settlement annuities which fund the Periodic Payments, obtain Rated Ages, and prepare the documentation necessary to comply with the Insurance Company and IRS regulations preserving the tax free nature of the payments.   The Defense has a Structured Settlement Broker who has a fiduciary responsibility to the Comp Carrier.  Applicant’s Attorney has the right to retain their own Broker, a skilled advocate who is accountable to the Applicant and his/her Counsel; looking out for their best interests.
2. Applicant’s Structured Settlement Broker is available to meet with the Applicant to explain Structure Settlements and to learn of special needs to be addressed in the design of the Structured Settlement.  In working with their own Broker; Applicant’s Attorney does not have to worry about information shared by their client, all communication is confidential.

3. The Applicant’s Structured Settlement Broker is able to effectuate a Structure by providing the following services:

a. Analyze Structure Offers and Create Settlement Demands.

b. Assist in placing present value figures to the Permanent Disability portion of a settlement

c. Obtain Rated Ages

d. Analyze medical payment histories provided by the Comp Carrier
e. Coordinate the preparation of Life Care Plans when necessary, prepare demands based upon the Life Care Plan
f. Address and provide inflation factors to the Future Medical components of the case.

g. Ensure that Medicare Set-Aside issues are addressed; able to Structure the Medicare Set-Aside when necessary 

h. The Structured Settlement Broker is able to create Demand Proposals to present to the Defense from the information gathered above
i. When requested, the Structured Settlement Broker can assist in the Negotiation of the Settlement, either through direct contact or by providing useful strategies based on the facts of the particular case
j. Prepare Hartman Formula calculations to preserve Social Security benefits.

k. Review and/or create Settlement Documents ensuring that all necessary language is included and correct, especially the language pertaining to the Tax Free status of the Periodic Payments.
4. Applicant’s Structure Broker maintains communication with the Structured Settlement Broker for the Defense to ensure that case is moving towards resolution
G. When Do You Contact Your Structured Settlement Broker? 
1. In serious injury cases it is not uncommon to contact your Structured Settlement Broker 6 months post accident to begin to address and quantify the future medical needs of the Applicant, with a primary focus on Attendant Care, Transportation, and any Home Modification needs.

2. Upon release of a Permanent and Stationary report.

3. Once a Stipulation and Award or Findings and Award are finalized
4. When you want to move a case towards settlement 
5. When the Defense asks if you are interested in settling the case with a Structured Settlement, this is the clue that they have their own Broker and Applicant’s Attorney should seriously consider retaining his/her own expert
H.  Cost of Retaining Your Own Structured Settlement Broker
1. There is no charge for retaining the services of your own Structured Settlement Broker.  The Structured Settlement Brokers (Defense and Applicant) are compensated through the splitting of any commissions generated through purchase of annuities which provide for the Periodic Payments of the Structured Settlement.
