MINUTES
SENATE JUDICIARY | COMMITTEE
APRIL 6, 1998

The Senate Judiciary | Committee met on April 6, 1999 at 10:00 a.m. in
Room 1027 of the Legislative Building. A majority of members was present.

Senator Soles, Acting Chairman, recognized Senator Cooper to explain
Senate Bill 746 - AN ACT TO CREATE THE NORTH CAROLINA STRUCTURED
SETTLEMENT PROTECTION ACT.

Thomas H. Countee, Jr., Executive Director of the National Spinal Cord Injury
Association, Silver Springs, Maryland and Alan Hirsch, Consumer Protection
Division of the N. C. Attorney General’s cffice, were recognized to speak on the
pill.

Senator Cooper will bring the bill back toc Committee for further discussion at
the next meeting.

There being no further business, the meeting adjourned.
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Sen. Roy A. Cooper, | hairman Susan M. Moore, Comm. Assistant




Principal Clerk
Reading Clerk

SENATE
NOTICE OF COMMITTEE MEETING

The Senate Committee on Judiciary I will meet at the following time:
DATE: Tuesday, April 6, 1999

TIME: 10:00a.m.
ROOM: 1027

The tollowing bills or resolutions wiil be considered:
SB 746 Structured Settlement Protection Act

Senator Cooper, Chair
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

SENATE DRS3558-LB059(2.19)

Short Title: Structured Settlement Protection Act. (Public)

[
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Sponsors: Senator Cooper.

Referred to:

A BILL \ O BE ENTITLED
AN ACT TO CREATE THE NORTH CAROLINA STRUCTURED SETTLEMENT
PROTECTION ACT.
The General Assembly of North Carolina enacts:
Section 1. Chapter 1 of the General Statutes is amended by adding a
new Article to read:
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The amounts and due dates of the structured settlement
payments to be transferred;

Senate DRS3558
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Senate DRS3558

a.  The federal laws of the Umited S:ates:
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interested party;
2. Under whose laws a structured settiement agreement
— , ot
authority; or
3. W, settl im w wh
. L ed |
agreement;
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structured settlement, the terms of the structured settlement
41 agreement, the anpuity contract, any qualified assignment
42 agreement, and any order or approval of any court or responsible
43 adminustrative authority or other government authority authorizing
44 or approving such structured settlement; and
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1 (19) ‘Transfer agreement’ means the vidi
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4 (a) Where the structured settlement agreement was entered into after
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Section 2. Article 33 of Chapter 1 of the General Statutes is amended by
27 adding a new section to read as follows:

28 lli l.n! l
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36 Section 3. This act shall apply to any transfer of structured settlement
37 payment rights under a transfer agreement entered into on or after October 1, 1999,
38 but nothing contained in this act shall imply that any transfer under a transfer
39 agreement reached prior to such date is effective.

Senate DRS3558 Fage 7



{ Pox SENATE BILL 746:

. 4/ 3 Structured Settlement Protection Act

BILL ANALYSIS
Committee: Senate Judiciary | Introduced by: Sen. Cooper
Date: April 6, 1999 Summary by: O. Walker Reagan,
Version: First Edition Committee Co-Counsel

SUMMARY: Senate Bill 746 would enact the Structured S ‘ttiemen: Protection Act to establish
certain minimal requirements for the transfers or assignment of structured settlement rights to be
considered velid and enforceable.

CURRENT LAW:  There is no specific statutory law in North Carolina which governs the transfer or
assignment of structured settlement proceeds to other third parties. Structured settiement agreements are
either contracts between two parties or agreements of .he parties recognized by the court and enforced by
order of the court as a consent agreement. Assignment of those rights would typically be as a matter of
contract.

BILL ANALYSIS: Senate Bill 746 would requu'e that an agreement transferring or assigning the
rights to receive structured settlement proceeds in the futwre must be approved by the court or
unistrative agency authorized to approve the settlement and must meet minimal disclosure

< urements as to the effect and costs of the assignment.

Section 1 of the bill creates a new Article 44B in Chapter 1 to be known as the NC Structured
Settlsment Protection Act. All references are to G.S. 1-543.

Section .11 sets out the requirements that must be satisfied before a transfer of structured
settlement rights is effective. This section requires that the transfer he approved in advance by the court
or responsible administrative authority based upon a judicial or administrative finding that:

1. The transfer complies with the law.

2. The person assigning their rights in the settlement payments (the "payee”) has received the
statutory disclosures of the costs and effects of the transfer to the person receiving the rights o

future payments (the "transferee").

3. The transferee has established that the transfer is necessary for the to avoid an imminent
financial hardship and would not subject the payee or the payee's dependents to future
financial hardship.

4. The payee has received independent professional advice on the effects of the transfer.

5. If the transfer is contrary to the terms of the structured settlement, all the parties to the
settlement and the court that originally approved the settlement have approved the transfer.

6. The transferee has given all relevant tax payer identification information to the person paying
the settlement.
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7. The discount rate for determining the present value of the payment rights does not excee
18%.

Section .12 sets out the definitions used in the law including definitions for "dependents”, “federal
hardship standard”, “independent professional advice”, and "responsible administrative authority”.

Section .13 establishes the court or authority that has jurisdiction to approve these transfers.

Section .14 sets out the procedures for seeking prior approval of a proposed settlement rights
transfer. This includes requiring that all relevant documents (specified in the bill) be given at least 30
days prior to a hearing on the proposed transfer approval to the court, all interested parties (defined) and
the Attomney General. The Attorney General is authorized to appear and be heard on any application for
authorization to transfer structured settlement payments.

Section .15 provides that the provisions of this law may not be waived. It also provides for
penalties to any transferee that receives payments under a structured settlement assigned 1o the transferee
in violation of this statute, but this section also protects the payee from any losses arising from an invalid
transfer.

Section .16 makes it clear that this act does not affect any other laws that might apply to or affect
the transfer of structured settlement rights.

Section 2 of the bill adds a2 new section to the Special Proceedings statutes to provide that
applications for the approval of transfer of structured settlement rights is a special proceeding and is to be

heard in Superior Court. .

Section 3 mal.es the bill effective October 1. 1999 and applicable to transfers of rights under
transfer agreements entered into on or afier that date, but the vill does not imply that any transfer under a
transfer agreement reached prior to that date is effective.

§$746-SMRU-001
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National Spinal Cord Injury Association

8300 Coleswille Road, Suste 551 web site: hitp//www spinalcord org
Silver Spning, Maryland 20910 e-mail' nscia2 @ aol.com
(301) 5886959 Fax (301) 588-9414 1-800-962-%629

STATEMENT

TESTIMONY BY THOMAS H. COUNTEE, JR,, ESQ, EXECUTIVE DIRECTOR, THE
NATIONAL SPINAL CORD INJURY ASSOCIATION, BEFORE SENATE JUDICIARY COMMITTEE
NORTH CAROLINA STATE LEGISLATURE, TUESDAY, APRIL 6, 1999

’

Good moming, Chairman Cooper and other Senators.

My name is Thomas H. Countee, Jr, Executive Director of The National Spinal Cord Injury Association
(NSCIA), a national non-profit organization, headquartered in Silver Spring, Maryland. NSCIA’s North
Carolina Chapter is in Winterville. The Association’s President is Jack Dahlberg, who is a quadriplegic.

On a personal note, I have close family connections to North Carolina: my materal forbears lived in
Henderson, North Carolina My parents met and were married in Winston-Salem and I spent a portion of each
early childhood summer in that city. Later in my life, my daughter and I summered in Kill Devil Hills on the
Outer Banks and I still enjoy deep sea fishing out of Hatteras. I also own property in Charlotte. Forty-one years

1 1958, I sustained a diving accident on the Chesapeake Bay, rendering me a quadriplegic. I am an attorney

1 served 15 months as Legislative Counsel in the Ford White House. It is a pleasure and honor to come to

rth Carolina to testify on S.

Today, I represent over 5,000 members of the National Spinal Cord Injury Association and thousands of
other spinal cord injured persons, many of whom benefit from structured settlements, including several hundred
in North Carolina. The National Spinal Cord Injury Association h1is no business or tax effect stake in the
outcome of this proposed legislation, S. . However, the Association js deeply interested in the health, safety
and welfare of persons with catastrophic, traumatic and/or debilitating injuries, many of whom are Association
members and receive structured settlements.

NSCIA is deeply troubled at the emergence of factoring companies that convince injury victims, including
persons with disabilities, to sell structured settlement payments for a deeply discounted cash lump sum. Such
transactions completely undermine the long-term financial security of a structured settlement and threaten the
very livelihood of an otherwise extremely vulnerable population - those of us with disabilities. And the steep
financial discounts that disabled Americans often are persuaded to accept would be unacceptable to any fair-
mundec person.

Factoring companies increasingly prey upon the weakest, most gullible and most vulnerable in our society [
assume many of you have seen the television ads soliciting calls from those who have recently suffered severe
injuries. We believe that at present, the emerging “gray market” of factoring companies is largely unregulated,

nsive to the needs and best interests of recipients of structured settlements and unconscionable in their
i‘l’;gh pressure marketing practices and unethical legal maneuvers and strategems such as the use of a
essed judgment against the victim in a distant court to garnish the victim’s payments



o One last point, Mr Chairman, I have come here to let you see the type of catastrophic injury affected by this
to put a human face on this legislation, not as the beneficiary of a structured settlement, but as a leader

and advocate for, severely disabled persons who have. In 1982, the intent of Congress, the social purpose if
you will, was to encourage those who receive monetary settiements growing out of catastrophic injuries, to
accept periodic payments to safeguard the uncertain futures they face. Factoring companies’ intent, on the other
hand, is simply to cheat severely injured persons out of their money. S.  does nothing to help those who have
already been taken advantage of, we need this legislation to guide those who may be taken advantage of in the
future. You can, and should, stop this outrage. Sound public policy and simple decency would indicate that as
legislators, you have no choice but to do the right thing.

For all these rezsons, The National Spinal Cord Injury Association respectfully recommends and strongly
urges your support of S. , The North Carolina Structural Settlement Act, which would provide needed
protection from the predatory practices of these factoring companies.

Thank you for the time and attention you are devoting to this critical issue and the opportunity to appear

before you. I will be happy to answer any questions you may have atout the Association or our interest in this
matter.
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“*News You GCan Use
Settling for less

Should accident victims sell their monthly payouts?

BY MARGARET MANNIX

rion Olson has had his share of

hard knocks. When he was 3

years old, a dog bite caused him

vision and neurological problems,

¥ as well as injuries requiring plas-

i surgery. In his teens, he dropped out

of high school and wound up homeless.

But he had hope. On his 18th birthday,

the Minneapolis man was to start receiv-

ing the first of five periodic payments to-

taling $75,000 from a lawsuit stemming

from the dog attack. He re weived the first

installment of $7,500, but the money
didn't last long.

So when Olson saw a television ad for a
finance company named J. G. Wentworth
& Co. that provided cash to accident vic-
tims, he saw a way to get his life back on
track. He agreed to sell his remaining fu-
turs payments of $67,500 to Wentworth
for a lump sum of $16,100. “I needed
money.” says Olson, now 20 years old. “If
1 could get the money out like they were
saying on TV, 1 wouldn't have to worry
about being on the street anymore.”
Within six months, however, Olson had
spent all the money and was living in a
car. He now wishes he had waited for his
regular payments.

Olson may be financially unsophisticat-
ed but he is also caught up in a burgeon-
ing, and unregulated, new industry that
specializes in converting periodic pay-
ments into fast cash. Also known as factor-
ing; companies, these firms can be a god-
send to accident victims, lottery winners,

PHOTOGRAPHY BY
THOMAS W. BROENING FOR USN§WR
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' JERRY MAGEE Mississippi accident
' victim sold his payments for gquick
cash. Today he has only regrets.

and others who have guaranteed futurein-
comes but need immediate funds. But like
a modern-day Esau trading his inheni-
tance for a bowl of soup, the unwary con-

umer may be selling future sustenance
for cheap. A growing number of federal

| and state legislators, as well as several at-

1999

torneys general, contend that factoring
companies charge usurious interest rates,

fail to properly disclose
terms, and take advantage of
desperate people. “It’s un-
conscionable,” says Minne-
sota Attorney General Mike
Hatch. “They are really prey-
ing upon the vulnerable.”

Frittering away. Critics
further allege that factoring
companies undermine the
very law that Congress
passed to help beneficiaries
of large damage awards. In
1982, seeking to prevent ac-
cident victims from frit-
tering away large sums in-
tended to provide for them
over their lifetimes, Con-
gress instituted tax breaks
for those who agreed to re-
ceive their money over a pe-
riod of years. But now, cun-
tends Montana Sen. Max
Baucus, a sponsor of that
legislation, the careful plan-
ning that goes into the
structuring of these pay-
ments “can be unraveled in
an instant by a factoring
company offering quick
cash at a steep discount.”

A number of advanced-
funding companies compete for their
share of future payments that include
more than $5 billion in structured settle-
ments awarded each year. The largest
buyer is Wentworth, handling an est-
mated half of all such transactions.
Rased in Philadelphia, the finm began by
financing nursing homes and long-term-
care facilities. In 1992 it started buying



CHRISTOPHER Kicks Wentworth sued the Oklahoma man for the
entire amount of his payments. “They make you think you are
doing the right thing . . ., but you are really messing up your life.”

settlements that auto-accident victims 1

were owed by the state of New Jersey
Since then, Wentworth has completed
more than 15,000 structured-settlement
transactions with an approximate total
value of $370 million.

The deals work like this: A structured-
settlement recipient who wants to sell,
say, $50,000 in future payments, will not

get a lump sum of $50,000. That's be- |

cause, as a result of inflahon, money

scheduled to be paid years from now is |

worth less today. Formulas based on such

factors as inflation and the date that pay- |

ments begin are used to determine the
“present value” of the future payments.
The seller is, in essence, borrowing a
lump sum that is paid back with the in-

surance company payments, The
interest on the borrowed sum is
called the “discountirate.”
Wentworth and other ad-
vanced-funding companies say
they are providing a valuable
service because structured settlements
have a basic flaw: They are not flexible.
Consumer needs change, they note, and a
fixed monthly payment does not. Went-
worth points to an Ohio woman who sold
the company a $500 portion of her
monthly payments for six years when her
| bills were piling up and her home mort-
gage was about to be foreclosed. She re-

US NEWS & WORLD REPORT, JANUARY 25. 1999 63
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of $21,000, at a dis-
count rate reent. The customer,
who did not wi be identified, says she
is grateful to Wentworth for advancing
her the money when her insurance com-
pany would not. “The insurance compa-
aies just dont understand” she says
“When | needed their help, they were not
there” Likewise, a New York quadriple-
gic, who also did not want to be named,
says he secured funds from Wentworth at
a 12 percent discount rate to expand his
own business and, as a result, is more
successful than ever. “It was definitely
worth it for me,” he says

But other customers are not as satis-
fied. New Yor} City resident Raymond

ceived inst

White lost part of one leg when he was |

struck by a subway train in 1990. A law-
suit led to a settlement that guaranteed
White a monthly payment of $1,100,
with annual cost-of-living increases of 3
percent. In 1996, White, whe did not
have a job, wanted cash to buy a car and
pay medical bills. So he turned to Went-

RAYMOND WHITE After losing a leg in a subway
accident, the New Yorker was guaranteed $1,100
every month. He gave up future payments totaling
¢ 198,000 in exchange for $54,000.

worth, selling portions of his monthly
payments for the next 15 years in six dif-
ferent transactions.

Altogether White gave up future pay-
ments totaling $19€,000. He received a
total of $54,000 in return, but the money,
which he used for living e penses, is now
gone. He bought & car, but it has been re-
possessed. He bought a plot of land in
Florida, but lost it to foreclosure. With
debts mounting, he now relies partially
on public assistance to get by. “Unfortu-
nately 1 was so overwhelmed with debt
and striving for a better life that 1 went
along with it,” says White. “In reality,
what I was doing was accumulating more
debt for myself.”

Some Wentworth customers say they
might have realized the repercussions of
their transactions had the contracts been
clearer about the long-term costs. Jerry

Magee of Magnolia, Miss., who has filed a |

class action suit against the company, is
one of them. In a mortgage contract, for
instance, lending laws require that con-
sumers see their interest rate and the to-
tal amount of money they will be paying
over the life of the loan. By contrast, Ma-
gee’s lawyer says, neither the effective in-
terest rate nor the total amount of the
transaction was clearly spelled out in the

WS & WORLD REPOR AN

| specify that payments cannot

13-page contract or in the 25
other documents Weotworth
required him to sign. Went-
worth says it has been revis-
| ing its documents to make
them easier to understand
Change of address. While
the factoring transaction it-
self is complex, the transfer
of payments is simple. The
structured settlement recipi-
ent instructs the insurance
coinpany to change his or her
| address to that of the factor-
ing company. The check re-
mains in the recipient’s
name, and the factoring com-
pany uses a power of aitor-
| ney, granted by the recipient,
| tocash it.
| This roundabout method
is used because insurance
companies say strctured
payments should not oe sold.
| Most settlement contracts

| be “assigned,” and the Inter-

| nal Revenue Service says that

payments “cannot be “accel-
erated, deferred, increased
or decrcased.” Selling pay-
ments, the insurance compa-
nies say, amounts to acceler
ating them. And that may
threaten the claimant’s tax
break. Insurance companies
say that if their annuitants
start selling their payments,
the social good that justifies
the tax break disappears.
i Tronically, they make this ar-
gument even though some
insurance companie” them-
selves are now making coun-
teroffers to factoring compa-
nies, accelerating payments
to their own claimants. Berk-
shire Hathaway Life Insurance Co., for
example, recently offered a claimant a
lump sum of $59,000, beating Went-
worth's offer of $45,000. The 1RS has not
formally addressed the tax issues, but the
U.S. Department of the Treasury has rec-
ommended a tax on factoring transac-
rions to discourage them

Insurance companies also worry about

having to pay twice. Last year, a judge
ruled an insurance company was obligat-
ed to pay a workers’ compensation recip-
ient his monthly payments because the
factoring transaction he entered into was
invalid under Florida’s workers’ compen-
sation statute. For their part, the factor-
ing companies argue that even though
the claimants do not own the annuities—



the insurance companies do—the factor
ing companies can buy the “right to re-
ceive” the pavments

[nsurance companies are getting wise
to these factoring deals—CNA, a Chicago-
based insurer, noticed that annuitants
from all over the country were changing
their addresses to Wentworth's Philadel-
phia post office box—and some are trying

|

to stop the transactions. Some insurance
companies, for example, refuse 0 honor
change-of-address requests or redirect
the payments back to the annuitant after
the deal is done. But redirecting a pay-
ment can cause serious consequences for
the claimant. In Wentworth's case, the
company has each customer sign a clause
called a “confession of judgment,” which

|

allows the factoring company to sue cus
tomers quickly for default when their
payments are not received; customers
also waive the right to defend themselves

Christopher Hicks, a 20-year-old acci
dent victim from Oklahoma City, learned
the effects of that clause the hard way. In
1997, Hicks signed over to Wentworth
half of his $2,000 monthly payments fos
the next 32 months and $1,500 for the 26
menths after that. In exchange, Hicks re
ceived $37,500, which he admits he
quickly spent on furniture, clothes, and
other items. When Wentworth failed to
receive a check from the insurance com-
pany that pays Hicks the annuity, it se-
cured a judgment against him for the en-
tirc amount of the deal—$71,000.

No clue. To collect, Wentworth garnish-
eed Metropolitan Life, meaning that Met-
ropolitan Life was supposed to start send-
ing Hicks's monthly K checks to
Wentworth. It did not—the company
won't say why—and Hicks, who was sup-
posed to be getting $1,000 back from
Wentworth, was left with nothing. “When
the money stopped, 1 had no clue what
was going on,” says Hicks,' who ha’ to
rely on family and friends until the two
companies settled their differences in
court. Hicks now wishes he had never
gotten involved with Wentworth “They
make you think you are doing the right
thing in the long run,” says Hicks, “but
you are really messing up your life.”

Wentworth makes liberal use of con-
fession-of-judgment clauses even though
they are illegal in consumer, transactions
in the company’s home state of Pennsyl-
vania. The Federal Trade Commission
also bans the clauses as an unfair prac-
tice in consumer-credit transactions. The
clauses are allowable in business trans-
actions in Pennsylvania if they are ac-
companied by a statement of business
purpose. So in.each case Wentworth cer-
tifies that the agreements “were not en-
tered into for family, personal, or house-
hold purposes.”

Such language is used in affidavits de-
spite cases like that of Davinia Willis, a
24-year-old resident of Richmond, Calif.,
who entered into a transaction with
Wentworth in 1996 to stop her house
from being foreclosed upon and to repair
wheelchair ramps—clearly, she says, per-
sona! uses. In a class action lawsuit
against the company, she cites the confes-
sion of judgment as one reason why the
contract is “illegal, usurious, and uncon-
scionable.” Wentworth says the clauses
are necessary to keep its customers from
reneging on their agreements

In the end, the controversy over factor-
ing companies comes down to a funda-
NEWS & WORLD REPORT 65
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t over the def-
The

mental disag
intion of
factoring ¢ say they are
not subject to usury or consumer-
credit disclosure laws because
they are not, in fact, lenders. “We
don't make loans,” declares An-
drew Hillman, Wentworth's gen-
eral counsel. “We buy assets.” But
some state attorneys geteral say
these transactions differ very lit-
tle, if at all, from loans and per-
haps should be classified as such
That way, says Shirley Sarna,
chief of the New York attorney
general’s consumer fraud and
protection bureau, the law could
prevent factorin;; companies from
charging discount rates that she
says in some cases have exceeded
75 percent. Wentwort!: says its av-
erage rate is 16 percent, and sever-
al factoring companies insist their
rates would be much lower if in-
surance companies did not make
it expensive for them to complete
the deals. “By getting the insur-
ance companies to process the ad-
dress changes, it would overnight
transform our discount rates from
high teens to the single digits,”
says Jeffrey Grieco, managing di-
re~tor of Stone Street Capital, an
a anced-funding firm in Bethes-
d. Md.

Nho is right and who is wrong is
being hammered out in court-
rooms and statehouses across the
country. The insurance companies
were heartened last summer when
a Kentucky judge denied four of
Wentworth's garnishmeat ac-
tions, saying the purchasc agree-
ments the customers signed were
neither valid nor legal. But other
courts have ruled differently.

In Illinois, a new state law says
that structured settlements can be
sold as long as a judge approves the trans-
action. Wentworth notes that more than

SINess

100 such sales have been approved. At the |

same time, several state attorneys general
are examining the factoring industry’s
practices. “You have got to worry about
people who have a debilitating injury,’
says Joseph Goldberg, senior deputy at-
torney general for Pennsylvania. “The in-
jury is never going away and they have no
real means of income and probably no
means of employment. . . . If they give that
monthly payment up, it could have serious
consequences.” Voicing similar concerns,

disability groups like the National Spinal |

Cord Injury Association, which now re-
fuses to accept factoring companies’ ad

66
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vertisements in its magazine, are warning |

members about the hazards of cashing
out. The association is “deeply concerned
about the emergence of companies that
purchase payments ir:tended for disabled
persons at a drastic discount,” says its ex-
ecutive director, Thomas Countee.

BAVINIA WILLIS California woman sold her
payments to prevent a home foreclosure.
She is suing Wentworth claiming “illegal
and usurious” terms.

While opinions are divided about the |
| ways as generous as they are represented

validity of factoring transactions, both
sides agree that regulation of the second-
ary market is necessary. As in Illinois
Connecticut and Kentucky have passed
laws requiring a judge’s approval of
advanced-funding deals, as well as fuller
disclosure of costs. Faced with mourting
criticism, Wentworth this week will
mnounce its pledge to submit every re-

quest for purchase of a set-
tlement to a court for approv-
al. Other states are expect-
ed to address the issue this
year, and in Congress, Rep.
Clay Shaw, a Flonda Repub-
lican, has reintroduced a
measure that would tax
factoring transactions.

The factoring companies respond to all
these efforts by also calling for better dis-
closure from the primary market—the in-
surance companies, attorneys, and bro-
kers that set up the structured settlements
in the first place. Factoring companies ar-
gue that structured settlements are not al-

to be. “We challenge insurance companies
and their brokers to take the same pledge,”
said Michael Goodman, Wentworth’s ex-
ecutive vice president.

Whatever the outcome of the debate,
consumers thinking about selling their
future pavments are well advised to take a
hard look at what they are getting into. ®
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MINUTES
SENATE JUDICIARY | COMMITTEE
APRIL 8, 1998

The Senate Judiciary | Committee met on Apnl 8, 1999 at 9:30 a.m. in
Room 1027 of the Legislative Building. A majority of members was present.

Senator Cooper called the meeting to order and recognized Senator Dannelly
to explain Senate Bill 563 - AN ACT TO AUTHORIZE LOCAL GOVERNMENTS TO
USE PHOTOGRAPHIC SPEED-MEASURING SYSTEMS TO ESTABLISH SCHOOL
ZONE SPEED LIMIT VIOLATIONS AND TO AUTHORIZE THE NORTH CAROLINA
CRIMINAL JUSTICE EDUCATION AND TRAINING STANDARDS COMMISSION AND
THE SECRETARY OF CRIME CONTROL AND PUBLIC SAFETY TO APPROVE
STANDARDS FOR THE PHOTOGRAPHIC SPEED-MEASURING SYSTEMS.

Senator Soles moved to adopt a PCS for Senate Bill 563 for discussion. The
motion carried by a majority voice vote.

Jo McCants, Assistant Committee Counsel, was recognized to explain the
changes to the original bill.

Senator Albertson moved to give the PCS a favorabie report. The motion
carried by a majority voice vote.

Senator Soles, Acting Chairman, recognized Senator Cooper to continue the
explanation of Senate Bill 746 - AN ACT TO CREATE THE NORTH CAROLINA
STRUCTURED SETTLEMENT PROTECTION ACT.

Senator Lucas moved te adopt a PCS for Senate Bill 746 for discussion. The
motion carried by a majority voice vote.

Walker Reagan, Committee Counsel, was recognized to explain the PCS.

The following people were recognized to speak on the bill:

Sandy Sands - Lobbyist for the Multi-state Assoc./National Assoc. of
Settlement Purchasers

James Terlizzi - Peachtree Sullivan (trade organization)
Cindy & Eddie Biddex - Morganton



Due to time constraints, Senator Cooper will bring the bill back to the
Committee for further discussion at the next meeting.

There being no further business, the meeting adjourned.

Sen. Roy A.. Cooper, | hairman Sugan M. Moore, Comm. Assistant
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NOTICE OF COMMITTEE MEETING

The Senate Committee on Judiciary I will meet at the following time:

DATE:
TIME:
ROOM:

Thursday, April 8, 1999
9:30 - 11:00a.m.
1027

The following bills or resolutions will be considered:

172
563
601
654
711
746

R R R R

Possession of Blue Lights Illegal
Charlotte School Zone Speed Cameras
DOC Prisoners’ Uniforms

Mfg'd. Home Law Restoration
Cornelius Photo Enforcement
Structured Settiement Protection Act

Senator Cooper, Chair

Dannelly
Rand

Gulley
Odom

Cooper
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AGENDA - April 8, 1999

Possession of Bl ¢ Lights Illegal
Charlotte School Zone Speed Cameras
DOC Prisoners’ Uniforms

Mfg'd. Home Law Restoration

Cornelius Photo Enforcement

Structured Settiement Protection Act
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

SENATE BILL 746

Short Title: Structured Settlement Protection Act. (Public)

Sponsors: Senators Cooper; Ballance, Foxx, Kinnaird, Martin of Guilford, Miller,
Rand. Reeves, and Soles.

Referred to: Judiciary L

April §, 1999

A BILL TO BE ENTITLED
AN ACT TC CREATE THE NORTH CAROLINA STRUCTURED SETTLEMENT
PROTECTION ACT.
The General Assembly of North Carolina enacts:
Section 1. Chapter 1 of the General Statutes i1s amended by adding a
new Article to read:

"ARTICLE 44B.
“Structured Settlement Protection Act.

This Article ma cited as th rth Caroli tructur Pr tion

Act.
"§ 1- I n / ights.
No di indirect transfer of I men

ffective, and no _structured lement obligor or annuity | r ir

make any payment directly or indirectly to any transferee of structured settlement
payment rights unless the transfer has been authorized in advance in a final order of

risdicti nsibl i v ri
xpress findi h cou nsi ini v i .
(1) The transfer complies with the requirements of this Article and
will not contrav icable law;
(2) Notl rior whi : fir
incurred any obligation with respect to the transfer, the tiansferee
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(4)
(3

| gy
a. The amounts and due dates of the structured settlement
payments to be transferred;
b. The aggre f ments;
¢.  The discounted present value of such payments, together

Wawmmmummﬂ

d. DMMWW

. —— e . i P
Anmzsd—mm—of—auw -~ oy . swt“
fees, administrative fees, legal fees, notary fees and other
h r d rom_the gross amount otherwisc
payable 1o the payee;

A The net amount payable to the payee after deduction of ail

1881 S n nd char i in
- 1Visi hi .

g.  The quotient (expressed as a percentage) obtained by
dividing the net payment amount by the di [
value of the payments; and

h,

inclusive of penalties) payable by the
he ev he tr reemen

I VOl

expected to subject the payee, the payee’s de r
ial hardship in future; provi WEVer if
h e r ntered i he tr
agreement, a federal hardship standard was i h in li
of the foregoing finding, mg cour'_or res pgnsxbl; ggmnmggrgtlv
uthority m; hat th lifi
nder such ral i ndard;

The payee has received independent professional advice regarding
If the transfer would contravene the terms of the structured
§gnlgmgn1,
a. The transfer has been expressly approved in writing by:

1. Each interested party; provid Q, hgwgvg[, ma; if, at

time th
transfer agreement, a favorable tax d rmination was

Senate Bill 746
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The federal laws of the United

Mﬂﬂmﬂmﬂwww

law f r juri i i

L Which is the domicile of the payee or any other
interested party;

Z: wh laws r
w roved acourtorr nsibl ministrativ
authority; or

3 nw It laim wg ing w
parties entered into a structur ttlement
agreement;

Page 3
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3 e : . : .  al
other family members and other pecsons for whom the payee is

(4)
()]
(6
(h]
a.  Who is engaged by a payee to render advice concerning the
structured settlement payment rights;
b.  Whoi . o - :
1tr ¢
W r_renderi v i
affected by whether a transfer occurs or does not occur;
(8) Interested parties’ means, with respect to any structured
1 h n nefici esign nder i
r receiv ayments following th ayee’s death, th
nuity i r Ii r 1 1 th

Page 4 Senate Bill 746
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I nt, whe m | igor
annuity issuer, where:
The s domicited in this §

court or responsible administrative authority in this State; or
WW

when in

a.
b. The structured settlement agreement was approved by a
C

consideration;
_mwﬁnmm_mmw

I ttl the terms of th tructure
agrggmgnt, the annulty contract, alifie i nmen
reement, and any order or ¢ rvlfan I ibl
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27 applicable ‘aw."

28 Section 2. Article 33 of Chapter 1 of the General Statutes is amended by
29 adding a new section to read as follows:

30 "§ 1-394 pecial proceedings to

31 setilement payment rights.

32  When a special proceeding is commenced to obtain authorization for the transfer
33 m ri n Article 4 i r

34 provisi f thi | X I rti y

38 Section 3. This act shall apply to any transfer of structured settlement
39 payment rights under a transfer agreement entered into on or after October 1, 1999,
40 but nothing contained in this act shall imply that any transfer under a transfer
41 agreement reached prior to such date is effective.

Senate Bill 746 Page 7
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$746-CSRU-001
PROPOSED COMMITTEE SUBSTITUTE
SENATE BILL 746
THIS IS A DRAFT 7-APR-99 23:36:37
ATTENTION: LINE NUMBERS MAY CHANGE AFTER ADOPTION

Short Title: Structured Settlement Protection Act. (Public)

Sponsors:

Referred to:

April 5, 1999

A BILL TO BE ENTITLED
AN ACT TO CREATE THE NORTH CAROLINA STRUCTURED SETTLEMENT
PROTECTION ACT.

The General Assembly of North Carolina enacts:

Section 1. Chapter 1 of the General Statutes is amended
by adding a new Article to read:

"ARTITLE 4-B.
"Structured Settlement Protection Act.

"§ 1-543.10. Title.

This Article may be cited as the North Carolina Structured
Settlement Protection Act.

"S§ 1-543.11. Structured settlement payment rights.

No direct or indirect transfer of structured settlement payment
rights shall be effective, and no structvred settlement obligor
or annuity issuer shall be required to make any payment directly
or indirectly to any transferee of structured settlement payment
rights unless the transfer has been authorized in advance in a
final order of a court of competent jurisdiction or a responsible
administrative authority based on express findings by such court
or responsible administrative authority that:
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(1)

(2)

The transfer complies with the requirements of thL‘
Article and will not contravene other applicable

law;
Not less than 10 days prior to the date on which

{3)

the payee first incurred any obligation with
respect to the transfer, the transferee has
provided to the payee a disclosure statement in
beld type, no smaller than 14 point setting forth:
a. The amounts and due dates of the structured
settlement payments to be transferred;

b. The aggregate amcunt of such payments;

c. The discounted present value of such payments;

d. The gross amount payable to the payee in
exchange for such payments;

e. An __ itemiced listing of all brokers’

commissions, service charges, application
fees, processing fees, closing costs, filing
fees, administrative fees, legal fees, notary
fees and other commissions, fees, costs,
expenses and charges payable by the payee or
deductible from the gross amount otherwise ‘

payable to the pavee;

f. The net amount payable to the payee after
deduction of all_ commissions, fees, costs,
expenses and charges described in sub-
subdivision e. of this paragraph;

g. The quotient (expressed as a percentage)
obtained by dividing the net payment amount by
the discounted present value of the payments;
and

h. The amount of any penalty and the aggregate
amount of any ligquidated damages (inclusive of
penalties) payable by the payee in the event
of any breach of the transfer agreement by the

payee;
The transferee has established that the transfer is

Page 2

necessary to enable the payee, the payee’s
dependents, or both, to avoid imminent financial
hardship, and the transfer should not be expected
to subject the payee, the payee’s dependents, or
both, to undue financial hardship in the future;
provided, however, that if, at the time the payee
and the transferee entered into the transfer

agreement, a federal hardship standard was in‘-

S746-CSRU-001
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(4)

effect, then, in lieu of the foregoing finding, the
court or responsible administrative authority must
make an express finding that the transfer gualifies
under such federal hardship standard;

The payee has received independent professional

(6)

advice regarding the legal, tax, and financial

implications of the transfer;

If the transfer would contravene the terms of the

structured settlement:

a. The transfer has been expressly approved in
writing by:

1. Each interested party; provided, however,
that if, at the time the payee and the
transferee entered into the <transfer
agreement, a favorable tax determination
was in effect, then the approval of the
annuity issuer and the structured
settlement obligor shall not be required
if all other interested parties approve
the transfer and waive any and all rights
to require that the transferred payments
be made to the payee in accordance with
the terms of the structured setctlement;

and
2. Any court or gqovernment authority, other
than the court or responsible

administrative authority from which
authorization of the transfer is sought
under this act, which previously approved
the structured settlement; and
b. Signed originals of all approvals requ.red
under sub-subdivision a. of this subdivision
have been filed with the court or responsible
administrative authority from which
authorization of the transfer is sought under
this act, and originals or copies have been
furnished to all interested parties; and
The transferee has given written notice of the

S746-CSRU-001

transferee’s name, address, and taxpayer
identification number to the annuity issuer and the
structured settlement obligor and has filed a copy
of such notice with the court or responsible
administrative authority; and

Page 3
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(7)

The discount rate used in determining discounte.

{8)

present value of the structured settlement payment
rights does not exceed the annual percentage rate
permitted under G.S. 25A-15(b)(4) calculated as if
the net amount payable to the payee, as provided in
sub-subdivision (2)f. of this section, was the
principal of a consumer loan made by the transferee
to the payee, and if the structured settlement
payments to be transferred to the transferee were
the payee's payments of principal plus interest on
such loan.

The transfer of structured settlement payment
rights is fair and reasonable.

"§ 1-543.12. Definitions.

For purposes of this Article:

Page 4

(1)

‘Annuity issuer’ means an insurer that has issued

2)

(3)

an insurance contract used to fund periodic

payments under a structured settlement;

‘Applicable law means:

a. The federal laws of the United States;

b. The laws of this State, includinurinciple’
of equity applied in the courts of this State;
and ~

c. The laws of any other jurisdiction:

1. Which is the domicile of the payee or any
other interested party;

2. Under whose laws a structured settlement
agreement was approved by a court or
responsible administrative authority; or

3. In whose courts a settled claim was
pending when the parties entered into a
structured settlement agreement;

‘Dependents’ include a payee’s spouse and minor

(4)

children and all other family members and other
persons for whom the payee is legally obligated to
provide support, including alimony;

‘Discounted present value’ means the fair present

(5)

value of future payments, as determined by
discounting such payments to the present utilizing
the tables adopted in Article 5 of Chapter 8 of the
General Statutes;

to a proposed transfer of structured settlemen
payment rights, any of the following authorities

‘Favorable tax determination’ means, with respect.

S$746~-CSRU-001
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(6)

that definitely establishes that the federal income

tax treatment of the structured settlement for the

parties to the structured settlement agreement and
any qualifiad assignment agreement, other than the
payee, will not be affected by such transfer:

a. A provision of the Internal Revenue Code,
United States Cods Title 26, as amended from
time to time, or a United States Treasury
requlation adopted pursuant thereto;

b. A revenue ruling or revenue procedure issued
by the Internal Revenue Service; or

C. A private letter ruling Dby the Internal
Revenue Service with respect to such transfer;
or

d. A decision of the United States Supreme Court

or a decision of a lower federal court in
which the Internal Revenue Service has

acquiesced;
‘Federal hardsaip standard’ means a federal

(7)

standard applicable to transfers of structured
settlement payment rights based on findings of a
court or responsible administrative authority
regarding the payees’ needs, as contained in the
Internal Revenue Code, United States Cocde Title 26,
as amended from time to time, or in a United States
Treasury regulation adopted pursuant thereto;

‘Independent professional advice’ means advice of

(8)

an attorney, certified public accountant, actuary,

or other licensed or registered professional or

financial adviser:

a. Who is engaged by a payee to render advice
concerning the legal, tax, and financial
implications of a transfer of structured
settlement payment rights;

b, wWho is not in any manner affiliated with or
compensated by the transferee of such
transfer; and

G, whose compensation for rendering such advice
is not affected by whether a transfer occurs
or does not occur;

‘Interested parties’ means, with respect to any

S$746~-CSRU-001

structured settlement, the payee, any beneficiary
designated under the annuity contract to re "eive
payments following the payee’'s death, the annuity

Page 5
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Page 6

(9)

issuer, the structured settlement obligor, and an’
other party that has continuing rights o
obligations under the terms of the structured

settlement;
‘Payee’ means an individual who is receiving tax-

(10)

free damage payments under a structured settlement
and proposes to make a transfer of payment rights
thereunder;

‘Qualified assignment agreement’ means an agreement

(11)

(12)

providing for a qualified assignment within the
meaning of section 130 of the Internsl Revenue
Code, United States Code Title 26, as amended from
time to time;

‘Responsible a ‘ministrative authority’ means, with
respect to a structured settlement, any government
authority vested by law with exclusive jurisdiction
over the settled claim resolved by such structured

settlement;
‘Settled claim’ means the original tort claim or

(13)

workers'’ compensation claim resolved by a
structured settlement;
‘Structured settlement’ means an arrangement fo

(14)

periodic payment of damages for personal injurie
established by settlement or judgment in resolution

of a tort claim or for periodic payments in
settlement of a workers’ compensation claim;
*Structured settlenent agreement’ means the

(15)

agreement, judgment, stipulation, or release
embodying the terms of a structured settlement,
including the rights of the payee to receive
periodic payments;

‘Structured settlement obligor’ means, with respect

(16)

to any structured settlement, the party that has
the continuing periodic payment obligation to the
payee under a structured settlement agreement or a
qualified assignment agreement;

‘*Structured settlement payment rights’ means rights

to receive periodic payments (including lump-sum
payments) under a structured settlement, whether
from the settlement obligor or the annuity issuer,

where:

a. The payee is domiciled in this State;
S746-CSRU-001
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b. The structured settlement agreement was
approved by a court or responsible
administrative authority in this State; or

Ca The settled claim was pending before the
courts of this State when the parties entered
into the structured settlement agreement;

{17) ‘Transfer’ means any sale, assignment, pledge,
hypothecation, or other form of alienation or
encumbrance made by a payee for consideration;

(18) ‘Terms of the structured settlement' include, with
respect to any structured settlement, the terms of
the structured settlement agreement, the annuity
contract, any onualified assignment agreement, and
any order or approval of any court or responsible
administrative authority or other government
authority authorizing or approving such structured
settlement; and

(19) ‘Transfer agreement’ means the agreement providing
for transfer of structured settlement payment
rights from a payee tc a transferee.

"§ 1-543.13. Jurisdiction.

(a) Where the structured settlement agreement was entered into
after commencement of litigation or administrative proceedings in
this State, the court or administrative agency where the action
was __pending shall have exclusive Jjurisdiction over any
applicat:on for authorization under this Article of a transfer of
structured settlement payment rights.

(b) Where the structured settlement agreement was entered into
prior to the commencement of litigation or administrative
proceedings, or after the commencement of litigation outside this
State, the Superior Court Division of the General Court of
Justice shall have nonexclusive original jurisdiction over any
application for authorization under this Article of a transfer of
structured settlement payment rights.

"§ 1-543.14. Procedure for approval of transfers.

(a) Where the structured settlement agreement was entered into
after the commencement of litigation or administrative
proceedings in this State, the application for authorization of a
transfer of structured settlement rights shall be filed with the
court or administrative agency where the settled claim was
pending as a motion in the cause.

(b) Where the structured settlement agreement was entered into
prior to the commencement of litigation or administrative
proceedings, or after the commencement of litigation or

S746-CSRU-001 Page 7
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administrative proceedings outside this State, the apglication'
for authorization of a transfer of structured settlement payment
rights shall be filed in the superior court with proper venue
pursuant to Article 7 of this Chapter. The nature of the action
shall be a special proceeding governed by the provisions of
Article 33 of this Chapter.

(c) Not less than 30 days prior to the scheduled hearing on
any application for authorization of a transfer of structured
settlement payment rights under this Article, the transferee
shall file with the proper court or responsible administrative
authority and serve on any other government authority which
previously approved the structured settlement, on all interested
parties as defined in G.S. 1-543.12(8), and on the Attorney
General, a notice of the pro _osed transfer and the application
for its authorization, including in such notice:

(1) A copy of the transferee’'s application;

(2) A copy of the transfer agreement;

(3) A copy of the disclosure statement regquired under
G.S, 1-543.11(a);

(4) Notification that any interested party is entitled
to support, oppose, Or otherwise respond to th
transferee’'s application, either in person c¢r b
counsel, by submitting written comments to the
court or responsible administrative authority or by
participating in the hearing; and

15) Notification of tue time and place of the hearing
and notification of the manner in which and the
time by which written responses to the application
must be filed in order to be considered by the
court or responsible administrative authoriuy.

(d) The Attorney General shall have standing to raise, appear,
and be heard on any matter relating to an application for
authorization of a transfer of structured settlement payment
rights under this Article.

"§ 1-543.15. No waiver; penalties.

(a) The provisions of this Article may not be waived.

(b) Any payee who has transferred structured settlement
payment rights to a transferee without knowledge of the
requirements set out in this Article may bring an action against
the transferee to recover actual monetary loss or for damages up
to five thousand dcllars ($5,000) for the violation by the
transferee, or bring actions for both. The payee is entitled to
attorneys’ fees and costs incurred to enforce this Article. I’
addition, all unpaid structured settlement payment rights

Page 8 ! S746-CSRU-001
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transferred as a result of a violation of this Article by any
transferee shall be reconveyed to the payee.

(c) No payee who proposes to make a transfer of structured
settlement payment rights shall incur any penalty, forfeit any
application fee or other payment, or otherwise incur any
liability to the proposed transferee based on any failure of such
transfer to satisfy the conditions of this Article.

“§ 1-543.16. Construction.

Nothing contained in this Article shall be construed to
authorize any transfer of structured settlement payment rights in
con-ravention of applicable law or to give effect to any transfer
of structured settlement payment rights that is invalid under
applicable law."

Section 2. Article 33 of Chapter 1 of the General
Statutes is amended by adding -~ new section to read as follows:
"§ 1-394.1. Special proceedings to determine authority to
transfer structured settlement payment rights.

When a special proceeding is commenced to cbtain authorization
for the transfer of structured settlement payment rights pursuant
to Article 44B of this Chapter, the provisions of this Article
apply except that the interested parties shall have 30 days to
appear anc answer the petition, and all hearings on_ such
petitions must be conducted before a superior court judge and all
final orders on such petitions must be entered by a superior
court judge."”

Section 3. This act shall apply to any transfer of
structured settlement payment rights under a transfer agreement
entered into on or after October 1, 1993, but nothing contained
in this act shall imply that any transfer under a transfer
agreement reached prior to such date is effective.

S746-CSRU-001 Page 9



y REAL PEOPLE® WHO HAVE IMPROVED THEIR LIVES BY SELLING A PORTION
OF THEIR “STRUCTURED” SETTLEMENT...

. Irene H. (Prospect, CT, 33) lost her left leg in an auto accident when she was 17. The
insurers agreed to a “$210,000" settlement. No one told her that with most of the money
held back for decades, the deal was worth only a fraction of its stated amount. Fifteen

years later, Irene’s needs changed. A divorced. 33-year-old single mother, she wanted to
resume her education. She also needed to purchase a new prosthetic limb. And she didn’t

want to wait until 1999 to get started. The insurer refused to pay any sooner. Therefore,

Irene chose to sell a $30,000 payment that she was to receive in 1999. With the money

she raised, she was able to return to school, satisfy debts, and purchase a new artificial

limb, while retaining her right to receive a total of $150,000 coming due in 2004 and 2009.

Ten years ago, Anthony D. (Wallingford, CT, . 3) was injured in an accident, leaving him
with disfiguring scars. After a five year court battle, he agreed to accept a structured
settlement -- 1C annual payments of $2,295.00 per year and a payment of $40,000.00 due
in 2005. The insurance company called it a “$63,000" settiement. In fact, the settlement
was only worth about $26,000. That fact was never explained to him. Following the birth
of twins, Mr. D's family faced unexpected financial burdens. In 1997, Mr. D lost his job.
Although his circumstances had changed, the insurer refused to pay any sooner. He and

is wife then decided to sell his remaining settlement payments to satisfy debts and clear
_p a mortgage default that threatened their family home. Bacause he was able to sell his
settlement payments, Mr. D was able to save his home and return to school where he is
now training for a new job.

. In 1987, Robert G. (Clay City, KY, 50) was injured in a truck accident. He accepted a
structured settlement, giving him only $9,000.00 a y=ar. Ter. years later, he had trouble
finding work as a driver and needed cash to buy his own truck, but the insurer refused to
pay any sooner. Robert G. sold a portion of his settlement payments, using the proceeds
to buy a truck and start his own business. As a result, he now makes $40,000.00 per year
driving the truck that he was able to purchase by selling a pertion of his future settlement

payments.

Donna K. (IL, 30) was in an accident when she was only 10. Her case was settled for four
annual payments of $10,000.00 commencing in 1987, monthly payments of $475 for life
guaranteed for 30 years (commencing in 1991), and payments of $40,000.00 (due in 1999)
and $65,000.00 (due in 2004). Ms. K. later married. Now, she and her husband are
gainfully employed and planning a family. They needed cash to buy a home, but the
insurer refused to pay any sooner. Therefore, she chose to sell five (5) years worth of
monthly payments and the $40,000.00 payment due in 1999 to raise the cash she needed
to buy a home, avoid private mortgage insurance, and make their mortgage payments
affordable.

Gilbert H. (Chicago, IL, 41) didn't have a lawyer when the insurer talked him into settling
his personal injury claim. He agreed to take $1,400 per month for 21 years. The “present
value” of that deal was never disclosed to him. Later, Mr. H. needed cash to expand his
auto body shop and comply with new environmental regulations. Banks were unwilling to
. consider his structured settlement payments as collateral and the insurer refused to pay

5 Actual Case Histories. Full names withheld to protect privacy.




any sooner. Therefore, he chose to sell some of his future payments for $60,000, using
the money to expand his business, purchase a rental property, pay his daughter’s tuition,
and purchase health insurance for his family.

Dale A. (Chaffee, NY, 33) was injured in a 1984 car accident. His case settled before trial,
with the insurer agreeing to provide a life annuity of $284.98 per month plus $15,000 ever
five years starting in 1999, ending with a $50 000 payment in March 2029. In 1996, as an
adult with a growing family, Mr. A. wanted to buy a home a2nd expand his own business,
but the insurer refused to pay any sooner. As a self-employed carpenter, he could not
qualify for a traditional mortgage and banks wouldn't consider the structured settlement in
evaluating his credit. Mr. A. then decided to sell a portion of his settlement payments for
cash in order to acquire a home. Mr. A. sold just enough of his future payments (56
monthly payments and cne lump sum) to achieve that goal.

Severely injured in a 1986 auto accident, Edwin 8. (Pulaski, VA, 38) is wheelchair-bound.
His settlement entitied him to $700 per month through 1991, $800 per month through 1996,
$900 per month through 2001, $1.000 per month through 2006, $1,124 per month through
2011, $2,000 per month for life thereafter, and a $100,000 payment due in 2011. In 1996,
he needed cash to build a wheelchair-accessible home. The insurer was unwilling to pay
him any sooner. Therefore, he sold a portion of his monthly payments to raise the funds
needed to build the wheelchair accessible home, using the balance to start a small
business that he now owns and operates.

Gail A. (Merrick, NY, 41) suffered herniated discs and shoulder injuries in a 1991 car
accident. Payment over time was the only for ) of settlement offered by the insurer. To
avoid a lengthy trial, Ms. A agreed to settle for $66,000, plus $350 per month for 10 years.
Most of the $6€,000 was used to pay legal fees and outstanding medical bills. In 1997, Ms.
A. found herself in financial difficulties; she had fallen behind on her property taxes. With
little access to capital, Ms. A. decided to sell a portion of her settiement proceeds to save
her home and pay her bills. She sold half of each monthly annu*y payment for 80 months
to raise the cash she needed. As a result, she kept her home and paid off other debts.

Seventeen years ago, when Tarron B. (Knoxville, TN, 21) was 4 years old, she suffered
a broken leg, neck injuries and multiple fractures in an auto accident. Her structured
settlement provided annual payments of $5,000 each commencing in 1995, $8,000 due
in 2002, $12,000 due in 2007, and $10,000 due in 2012. Now she is 21 and has recovered.
A married woman with two children, both she and her husband work. She wanted a home
for her growing farmily and needed a substantial Jown payment in order to buy. The insurer
refused to pay any sooner. Therefore, Mrs. B. chose to sell the payments due in 2002
through 2012, bought a home and satisfied her outstanding debts.

Johnell M. (Pineville, LA, 44) broke his back in a machinery accident. After 2 years of
physical therapy and rehabilitation, he settled his claim for $1416 per month for life
(increasing at the rate of 3% per year), plus $200,000 due in 2002. In 1997, Johnell was
to be married. He needed cash to pay off debts and wanted to buy the home he had been
renting. Moreover, he wanted to keep his monthly income, but didn't want to wait until 2002
to proceed with his life. In 1997, Mr. Moore sold a fraction of the $200,000 lump sum due
to him in 2002, using the proceeds to pay off his debts and buy a car and a home. By
selling a fraction of the lump sum due in 2002, Mr. M was able to keep his monthly income,
without putting his wedding on hold until 2002.

Ruben Z. (Fontana, CA, 57) was injured on the job. In settlement discussions, the insurer



offered him a choice between $200,000 in upfront cash or $400,000 paid over time. He
had no lawyer when he settied and the insurer never disclosed the present value of the
payments over time. He agreed to take payments cver time ($1,500 per month for life
guaranteed for 20 years plus $2,500 every five years beginning in 1995). Eight years later,
he wantec to remode! his home and to buy a new vehicle. Tive insurer refused to pay any
sooner. Accordingly, Mr. Z. chose to sell a portion of his future payments, using the
proceeds to remodel his home, buy a new family car, and invest the balance.

Six years ago, Edward B's (New Milford, CT, 43) wife was involved in an accident. Neither
Edward nor his wife wanted a structured settiement, but the insurance company insisted on
making payments over time. Later, Edward B. and his wife divorced. Edward didnt need
payments over time, but wanted cash to pay off debts. The insurer refused to pay any sooner.
He decided to sell a portion of the settlement payments awarded in the divorce, using the
proceeds to purchase a car and satisfy outstanding debts.

In 1994 (at the age of 27), Dwight F. (Brooklyn, NY, 30) was injured in a motorcycle
accident. He agreed to a structured settlement that pays 60 monthly payments of
$3,000.00 through 2002; then 60 monthly payments of $3,400.00 through 2007; then 60
monthly payments of $3,800.00 through 2012; 60 monthly payments of $4,500.00 through
2017: and then 60 monthly payments of $5,350.00 thereafter for liie (with a 3% annual
increase every March 1st). In and out of the hospital for 2 total of ten (10) surgeries, he
was unable to work consistently and fell behii«d on his child support obligations. The
insurer refused to pay any sooner. Wanting to provide for his children and satisfy his past
due obligations, Mr. F. sold a portion ($500 per month) of 60 monthly payments in
exchange for an immediate lump sum in cash which he used to pay off his child support
arrears.

V'hen he was 4, David C. (Sandusky, OH, 22) was injured in a car accident. His family
. yreed to a structured settlement providing for ten years of monthly payments of $577.00
(commencing in 1894) and a lump sum in the amount of $25,000 due in 2004. By 1997,
Mr. C.'s childhood injuries had healed, but his debts were mounting. The insurer refused
to pay any sooner. Wanting to pay those debts and improve his credit, Mr. C chose to sell
a portion of his monthly payments. By selling a portion of his monthly payments, Mr.C. was
able to pay off his high interest loans.

Sammy C. (Pelham, AL, 42) lost his left arm in a 1990 machinery accident. He agreed to
a structured settlement paying $700 per month for life, indexed at the rate of 3% per
annum. In 1997, Mr. C. wanted to purchase land and install permanent utilities for a home.
The insurer refused to pay any sooner. Therefore, he sold a portion of some of his monthly
payments, raising the cash he needed to achieve his goals.

John H. (Hartford, CT, 38) was injured in a 1996 accident. After a two-year court battle,
he accepted a structured settiement. No cash settiement was ever offered by the insurers,
who insisted upon making payment over time. Wanting to purchase a home, Mr. H. needed
cash for a down payment. The insurer refused to pay any sooner. Accordingly, he promptly
sold a portion of his future settlement payments, using the cash to buy a condominium and
pay outstanding debts.

Joanne Y. (Vermilion, OH, 53) (a teacher) suffered back and hand injuries in a 1991
accident. She settled her claim in 1993, agreeing to accept $574 per month for life, with
20 years guaranteed. Ms. Y. chose a structured settiement to augment her retirement
income, but later, her plans changed. In 1997, she decided to purchase a home. The



insurer refused to pay any soconer and conventional ienders wouldn't consider her
settlement payments as collateral. Therefore, she decided to sell five years of monthly
payments in exchange for an immediate lump sum in cash. With the proceeds, she paid
her debts, made a down payment on a home, and qualified for a conventional mortgage.
By selling near-term payments only, Joanne Y. realized her home ownership dream, while
keeping future payments to augment her retirement income.

in 1974, Savane W. (Fort Wayne, IN, 33) (then 10 years old) lost his legs in a train
accident. His family accepted a structured settlement, affording him a lifetime of monthly
payments. Twenty-five years later, Mr. W remained homebound and jobless. He wanted
to start his own business and replace his aging prosthetic limbs, but lacked the cash to do
so. The insurer refused to pay any sooner. Then, he saw a settiement purchaser's
advertisement. In three separate transactions, he agreed to sell portions of his future
payments in exchange for cash, keeping monthly annuity payments in an amount sufficient
to meet his living and medical expenses. With the proceeds of his first sale, he paid for the
repair of his aging prosthetic limbs; with a second sale, he converted his basement into a
small commercial print shop; and when his buc ness grew, he sold another portion of his
payments to purchase a handicap-accessible van to hardle pick-ups and deliveries. While
keeping monthly annuity payments in an amount sufficient to meet living and medical
expenses, Mr. W's also has his own business, earning $25,000.00 in its first year. For Mr.
W., being able to sell some of his future settiement payments gave him “the satisfaction
of having responsibility and independence.”

_ane L. (Volutown, CT, 44) was in an accident resulting in neck and upper spine injuries.
‘11996, she agreed to settie her claims for ten annual payments of $8,500 each. In 1997,
Ms. L. found herself in a financial bind. The insurer refused ‘o pay any sconer. Therefore,
Jane elected to sell $5,500 of each of the remaining annual payments. With the lump sum
she received, Ms. L. was able to pay her bills, save her credit rating, and buy property in
Maine.

Sean W. (Bethlehem, PA, 25) lost his left eye in an accident. In 1992, he settled his
personal jury claim for $831.68 per month for life. Now he is 25, married, and a father. With
a growing family, Mr. W. needed a new vehicle and a home for his family. The insurer
refused to pay any sooner and conventional lenders refused to consider his settiement
payments in extending credit, but Mr. W. was able sell a portion of his future payments to
achieve his goals.

John M. (Louisville, CT, 24) was injured in an auto accident when he was two. His parents
settled the claim for monthly payments of $350 through 1994; and single payments of
$10.000 in 1994, $15,000 in 1998, $20,000 in 2003, $25,000 in 2008, $30,000 in 2013,
$35.000 in 2014, and $40,000 in 2023. The insurance company called the deal a
“$186,000" settlement. Of course, the actual cost of the settlement was closer to $60,000,
something that was never disclosed by the insurers. In 1997, Mr. M. wanted to buy a home
and pay outstanding debts. Banks refused to consider the structured settlement in
evaluating his credit. The insurer refused to pay any sooner. Without a significant down
payment, he could not qualify for a home loan. By selling a portion of the future payments
due to him under the terms of the settlement, Mr. M. was able to purchase a home and pay
off his high interest rate debts.

Samuel G. (Monroe, CT, 42) was injured in a 1986 accident. Having no immediate need
for funds, he agreed to accept a structured settlement paying him a series of insialiments
over 15 years. Late in 1997, Mr. G. was laid off and his heaith insurance lapsed. Shortly



thereafter. he broke his jaw and damaged his teeth. Rather than deplete his savings, Mr.
G. decided to sell a small portion of his future settlement payments in order to raise the
cash to pay for the needed dental work. He has since returned to work.

Elisha W. (Quakertown, PA, 20) suffered injuries in an accident when she was a child. Ms.
W's parents accepted a structured settiement on her behalf. -- $252 per month for 12
years, plus $50,000 due in 2006. Elisha is now a working adult, the small monthly checks
merely served as a source of supplementai income. In 1937, she needed cash to purchase
a car, pay taxes, and buy a home, but the insurer refused to pay any sooner. Therefore,
Ms. W. sold her right to receive the monthly payments, retaining her right to the $50,000
lump sum This gave her the cash she needed to achieve her goals - a home, a new car
and no debts, while retaining her rights to the future lump sum.

Jennifer S. (Wichita, Kansas) is a single mother in Wichita Kansas was having trouble
meeting her monthly expenses. In fact, she was more than $13,000 in debt and living in
a bad section of town with her son when she ontacted Peachtree Settlement Funding.
After having been refused by the banks and having tried all available alternatives, she
refinanced a small portion of her future annuity payments. With a $20,000 iump sum
provided by Peachtree, she was able to pay off all of her debts, purchase a reliabie used
car and move to a nicer section of town with her son where she is now employed and going
to school with the goal of becoming a teacher.

ngela G. (Leesville, South Carolina) and her husband, a U.S. Marine, were having
-ouble making ends meet while living in Southern California. Despite diligent efforts, Mr.
and Mrs. G. were forced to file bankruptcy. Just then, their automobile failed them. In
need of dependable transportation and without credit because of their bankruptcy filing, the
G.s' were almost without alternatives. However, with the help of a settlement purchaser,
the G.s’ sold a portion of the $1,700 a month they received in annuity payments. The G.s’
now live in a nice nome on a 2 acre lot in South Carolina with their daughter Alexis and
their 3 month old baby boy, Mason.

Susan K. (Tucker, Georgia) decided to sell a small portion of her future structured
settlement payments which were the result of a settlement of a personal injury case. With
the funds from that refinancing, Susan was able to purchase a large piece of property in
the mountains of Tennessee and realized her dream of being a homeowner. She has
invited her mother and father to build a house on the property so they can enjoy their
retirement years in a relaxed, beautiful and financially secure surroundings.

Maria M. (Phoenix, Arizona). After being abandoned by her husband, the mother of 4 was
living in a run-down part of town with inadequate facilities for her and her children. She
had run up $9,000 in credit card debt and was earning subsistence level wages in the only
job she could get to by public transportation. However, after refinancing a portion of her
settlement payments, she was able to clear up her high interest credit card debt, purchase
a van to transport her and her kids, put a substantial down payment on a four-bedroom
house, and still have money let over for investing. With financial and personal security
afforded to her, she was able to look for a new job where she now earns over $35,000 per
year.

Deborah T. (Salem, New Jersey) was desirous of helping her elderly parents repair their
200+ year old house located in New Jersey and listed in the New Jersey Historical
Registry. By refinancing a portion of her structured settlement payments, Deborah was
able to help her parents renovate the home so it is now comfc rtable, safe and in good
repair for another 200 years.



Deeana T. (Brandenton Beach, Florida) is single mother of a teenage boy. Deeana owns
and runs a small nail care business from which she makes enough money to pay the bills,
but not enough to provide for the braces her young son desperately needs or the things
he would like prior to starting high school. By refinancing a portion of & future lump sum
payment she was entitled to as a result of a structured settlement, Deeana was able to pay
for the braces and purchase some new clothing for her son prior to his enrolling in high
school. A few months later, Deeana called back and decided to sell another portion of her
jump sum payment in order to obtain a down payment for a home. With the money
provided in that refinancing transaction, she was able to pay off her high interest credit card
bills and put down enough money to purchase a home. Deeana is now a home owner with
a happy high school aged son and successful nail care business.

Destini W. (Milwaukee, Wisconsin) was cajoled by the insurance industry into accepting
a structured sattlement. She signed not knowing that she wouldn't be able to readily
access the funds if she needed them in the future. In the Summer of 1998, Destini had a
unique opportunity to open her own business. However, she needed a $100,000 in
financing. Young and with a limited credit history, no bank would touch her. However,
when she contacted Peachtree Settlement Funding, she was able to refinance a portion
of her future settliement payments and raise over $110,000 which she and her mom used
to form their own business. Their healthcare services business is now thriving and Ms.
Wynn is grateful for the opportunity.

Cimberly and John J. (Kansas City, Missour) have a structured settlement as a resuit of
- medical malpractice claim. John was a manual laborer and the bread winner for the
tamily. However, after the tragic death of one of their children, John became deeply
depressed and was unable to maintain his job. As a consequence, they quickly fell behind
on their mortgage and were in danger of foreclosure. After contacting a settlement
purchaser, the Jeanquart's were immediately advanced enough money to prevent the
foreclosure and vith the rest of the money from the refinancing of a portion of their
structured settlement, they were able to get out of debt Unfortunately, shortly thereafier,
John broke his wrist and was again unable to work. The Jeanquart's again turned tc a
settlement purchaser and refinanced a small portion of their future payments in order to
cover this emergent situation. In short order, they had enough money to pay their bills
while John's wrist healed. They even put away some of the money for future
emergencies. The Jeanquart's would probably have been homeless absent the option of
refinancing a portion of their settiement payments.

P. Fudge (San Diego, California) is 18 years old. Trapped in an abusive relationship with
her step-father she was desperate to escape. However, with limited resources she needed
a small portion of her future payments in order to facilitate her move. After contacting
Peachtree Settlement Funding, she was able to monetize a portion her future payments
and escape her abusive step-father's grasp. Ms. Fudge is attending a local college and
working part time. According to Ms. Fudge, “Without Peachtree, there’s no telling what
might have happened”.

Cynthia and Edwin B. (Morganton, North Carolina) received a settlement on behalf of a
critically injured child in a medical malpractice case. Unfortunately, not long after the
settlement was reached, their child passed away. Both are employed and with a small
business to boot, the Biddix's do not rely on the annuity payments at all. In an effort to get
over the tragedy and to expand their own business significantly, the Biddixes monetized
a portion of the future payments and the Biddixes now operate two retail sites and a small
manufacturing facility.



John B. (Chesterfield, Virginia). In September, 1988, John B. was injured in an accident.
In October. 1988, Mr. B. settied his personal injury case for series of future payments. In
November of 1997, however, he realized that the monthly payments he was receiving were
merely being spent on miscellaneous expenses and he had nothing to show for them.
With a desire to buy a home and start his own business, Mr. B. contacted Peachtree
Settlement Funding. After refinancing his settlement and obtaining a lump sum for a
portion of his future payments, Mr. B. was able to start a successful towing company wnd
purchase a home. Mr. B. was also able to catch up on all of his outstanding bills and is
now a happy home owner and business operator.

Kimberly F. (Ocala, Florida) was receiving $419.00 2 month as a result of an accident
which occurred on February 7, 1997. Unfortunately, this barely helped her meet her
monthly expenses. She was forced to drop out of the University of Georgia as a result of
her finances. With the $17,206.00 she received from refinancing a portion of her future
settiement payments, Ms. Freeman was able to satisfy all of her creditors, put 2 down
payment on a home, purchase a reliable used car and re-enroll in college in her new home
in Florida.

Robert C. (Witter, Arkansas) settled a personal injury claim for incremental lump sums.
While fully recovered from his accident, Mr. C. was in the process of building 2 new home
when he ran short of funds. With mounting debts and an unfinished home, Mr. C. turned
to a settlement purchaser in order to obtain a portion of his future payments today. With
the money provided by the funder, Mr. C. was able to finish his new home and pay off all
the debts. He has now realized his dream of 'iving in a brand new home in his home of
Witter, Arkansas.

Karen B. (McMinnville, Oregon) i entitled to receive settiement payments from a tragic
wrongful death accident involving her son. By selling a portion of the settiement payments
she was entitled to, Karen was able to achieve her goal of purchasing a new house. While
certainly not making up for the tragic loss of her son, Ms. B. is now living in the home she
always wanted.

Billy H. (Anoka, Minnesota) cares for his mother, a paraplegic, who was injured in a tragic
car accident. After years of caring for his mother in a small apartment, Mr. Hopp decided
it would be more comfortable for both he and his mother if they lived in a house that was
more assessable to the handicapped. Unfortunately, although employed in a good paying
job, Mr. H. was unable to save up the down payment for such a home. However, by
monetizing a small portion of the annuity payments his mom was entitled to, he and his
mother were able to purchase a home which ic assessable to the handicapped.

Norman R. (Marana, Arizona). Norman's motorcycle and auto rental business was
struggling because he did not have enough capital for additional motorcycles, cars and
marketing. Mr. R. contacted a settlement purchaser and within 45 days converted a
portion of his future payments to a lump sum of cash. With the $97,142.00 he received,
he expanded his business, developed a marketing site on the world wide web, purchased
three additional rental cars, 5 additional Harley-Davidson motorcycles and a Dodge truck.
As a result of these improvements, Mr. R. monthly profits increased to over $6,000 and he
is currently expanding into a new business opportunity. In his own words, as a result of this
refinancing transaction, he is once again “enjoying life.”

Sarah S. (Bakersfield, California) settled her case in early 1983 The terms of her
settiement provided for lump sum payments commencing 10 years later. The payments
she was due were as follows: $25,000 due July 7, 1993, 94, ‘985, '96, "97; $75,000 due



on July 7, 2000, $150,000 due July 7, 2005. A newlywed, Sarah and her husband had
gotten themselves into a financial bind. They were 3 months behind on their car and home
payments and had medical bills for which they were being dunned. To make matters
worse, the structured settiement that she was to receive was from an insolvent company
(First Executive Life in rehabilitation). After trying to obtain financing from “everywhere”
Sarah contacted a settlement purchaser. By monetizing a portion of her next two lump
sum payments, she was able to get the money she needed to catch up on her bills, prevent
the foreclosure of her home, pay off her medical bills and other debts and get her and her
husband's life back on track. “Now my husband and | don't have to worry about those bills
anymore We can enjoy the finer things in life and each other.”

Jason A. (Tuckerton, New Jersey) settled a personai injury case in exchange for 4 lump
sum payments to be made in the future. Despite being employed and having a fair credit
rating, Mr. A. could not afford the home he wanted on his present income. By monetizing
his next two lump sum payments, Mr. A. was able to pay up his past debts and put a
substantial down payment on the home of his choice thereby lowering his monthly payment
to an affordable level. Mr. A. is now a proud homeowner.

Keith O. (Zephyrhills, Florida) had settled his personal injury case for a structured
settiement paying him $535.95per month. Unfortunately, this money was beirg spent as
discretionary income. With a desire to start his own woodworking business, Mr. O. sought
the services of a settlement purchaser. In exchange for 60 monthly payments, Mr. O.
received $19,338 00 which he used to purchase the power tools he needed to eouip his
wood working shop. He is now using them in his own successful woodworking business.

Lisa S. (Miami Beach, Florida) lost her left leg at the knee in an automobile accident when
she was 18 years old. Despite a college degree in Marketing and a desperate desire to
use it and be gainfully employed, Lisa was stuck in the house as her prosthesis no longer
fit properly. Despite repeated efforts to get the structured settiement insurance company
to give her an advance, she was always rebuffed. Lisa's settlement provided for $1,000
a month with a 3% annual increase. After contacting a settlement purchasing company,
Ms. S. agreed to sell a small portion of her monthly payments in order to provide the
$38,000 she needed for a new prosthesis and automobile to accommodate her situation.
Nhen the settlement purchaser checked in with her after the refinancing transaction, Lisa
reported that she had a job at a law firm, was studying for her real estate license and was
closing on a new condo within the next month.

Ronald F. (Cheektowaga, New York). After settling a personal injury case over 14 years
ago, Ronald F. was entitled to over 30 years worth of monthly payments. In 1998, with
over $17.000 in back child support debt and a desire to start a business, Mr. F. contacted
a settlement purchaser. He refinanced a portion of his future payments and obtained the
money he needed to pay off all of his back child support and other debts and invest
$50,000 in a pizzeria. Mr. F. contacted the settlement purchaser who help him the first
time again in early 1999 to confide as to how well the pizzeria was doing and he advised
that he might wish to refinance another portion of his structured settiement in order to
purchase a residential investment property.

Richard C. (Manassas, Virginia) a single parent of one daughter, was living in a Section
8 housing unit in Virginia. The environment was not to his liking and he did not feei it a
safe environment for his daughter. Over 10 years ago, Mr. C. settled a personal injury
case in exchange for 30 years worth of payments in the amount of $582.00 per month.
However, after having to undergo hip surgery in 1998, and concerned about the safety of
his daughter, he decided to refinance a portion of his structured settiement payments in




order 1o purchase a home. Mr. C. soid 60 monthly payments of $582.00 and received a
$23.851 check from a settlement purchaser. With those funds, he was able to put the
down payment on a house in nice neighborhood with good schools. Mr. C. has called the
settliement purchaser several times to express his thanks for the new lease on life he
received.

June C_W._(Ohio) was the victim of an unfortunate medical malpractice claim involving an
improper diagnosis with breast cancer and radical mastectomy. Her structured settiement
provides for payments of $500.00 per month for life with 2 lump sum payments; one in the
amount of $25,000 due August 19, 2003 and $57,000 due in August of 2008. To add insult
to injury, June's husband left her not long after the mastectomy. Despite working full-time
as a waitress to provide for her family, June was having difficulty making ends meet.
Additionally, she had developed a problem with her foot and was uninsured. She
approached a settlement purchaser and monetized a small portion of her future payments
to pay for the medical treatment she desperately needed on her foot. Sometime thereafter,
she and her new husband had some financial difficulties and she again monetized a
portion of her future payments to purchase a new vehicle and renovate the home they had
purchased. As a result of the flexibility provided by these refinancing transactions, June
was able to rebuild her life.

Marcia G. is divorced and in her 40's with two adult sons. She is the recipient of a
structured settlement funded by Confederation Life (currently in receivership). Despite the
tenuous financial condition of the annuity provider, a settlement purchaser was able to
provide her the $12,000 she needed to help . 2r two adult sons out of some immediate
financial difficulties and to allow her to invest the balance of the funds in an employer
matched mutual fund. This resulted in an instant 100% return on her investment! Marcia
was able to do something for her sons and herself by monetizing a portion of her future
settiement payments.

Christopher 1. was 13 when his personal injury case was settled. The settiement
arovided for a long series of payments in the amount of $356.25 per month. Now an aduit
and wishing to better his life, Mr. I. decided to sell a 10 year series of payments in
exchange for a $20,000 lump sum. With the lump sum, he moved to Atl.nta, Georgia,
changed jobs (more than doubling his income) and purchased a home. Mr. |. has been in
touch with the settlement purchaser that helped him in this transaction numerous times
since the closing to express his thanks for the opportunity provided.

Sedia W. (Hinesville, GA) was injured in a 1985 car accident. Her case settled before trial
with the insurer agreeing to provide a life annuity of $700.00 per month plus $20,000 every
5 years starting in 1986. 10 years later with a growing family, Sedia wanted to buy a home
and expand her own business but the insurer refused to pay any sooner. Since she was
self-employed, she couldn't qualify for a traditional mortgage and banks wouid not consider
the structured settiement in evaluating her credit. Mrs. W. then decided to sell a portion
of her settlement payments for cash in order to acquire 2 home. She soid just enough of
her future payments (60 monthly payments anu one lump sum) to achieve that goal. She
is now a happy home owner and business operator.

Barry P. (Warwick, NY). Twelve years ago Barry P. was injured in an automobile
accident. The accident left him with a broken hip and two broken legs. At the time of the
settlement, Barry believed that having the money come to him in spurts would be good for
him, As a consequence, he settled for three lump sums due in the years 2000, 2004 and
2008. In late 1998, Barry had the opportunity to go into business for himself with a family
member but needed $100,000 to do so. Unfortunately, he only had $70.000 of his own.




By monetizing one of his lump sums, Barry was able to acquire the extra $30,000 he
needed to close on this business transaction. Barry business is now booming and he is
averaging over $5,000 a month in profits. He plans to expand from New York irto
Pennsyivania in the near future

John J. (West Virginia). Mr. John J. of West Virginia settied a personal injury case for a
series of annuity payments. Divorced with two children, Mr. J. fell upon hard times when
he lost his job. With several thousand dollars in back child support and more mounting,
he turmed 1o a settlement purchaser to refinance a portion of his settlement payments.
With the lump sum he obtained, he paid off his back child support and put away enough
money to cover any future emergency should he lose his job for a short time in the future.

Duane S. (Springhill, FL). Mr. and Mrs. Duane S. lost their daughter in a tragic malpractice
incident. After several years of litigation, the matter was finally resolved with a structured
settiement. Under the terms of that settlement, he and nis family would receive monthly
checks for life with 20 years guaranteed. However, with the high interest credit card debt
that they had accrued, they were unable to get ahead of their bills. By selling a portion of
their future payments, Mr. and Mrs. S were able to pay off all of their credit card debts, their
home mortgage, their car loan and had enough left over to open their own business. Their
family business is thriving and they still receive a portion of the monthly payments from the
tragic loss of their daughter.

Stanley K. (Hapeville, GA) received a structure J settlement as a result of an auto accident
which paid him $250.00 per month. However, that small sum was not helping out with his
massive credit card debt. As a consequence, Stanley was spiraling further and further intc
debt and was going to file bankruptcy until he saw an ad by a settiement purchaser. With
the lump sum he obtained by selling his monthly payments, Mr. K was able to pay off all
of his debt and rescue his credit from disaster.

Russell H. (Chicago, IL). Mr. H. was injured in an auto accident and was awarded $1,200
per month for 40 years with a 3% cost of living adjustment. Unfortunately, as an adult his
family couldn't afford to send him to school and his monthly settiement check was not
nearly enough to live on and pay school expenses at the same time. As a consequence,
he took a job. However, without formal education, he felt his earnings potential would be
limited and he would be trapped. After seeing an advertisement from a settiement
purchaser, Mr. H. decided to sell a part of his future payments in exchange for a lump sum.
With the advise of a financial advisor, he was able to invest this money and pay for college.

Tierrany S. (Shelby, OH) settled a personal injury case which paid her three lump sum
payments of $10,000 each due in the years 2000, 2001 and 2002. Unfortunately, she had
to drop out of college because she could not afford the cost. As a newlywed and expecting
her first child, she was terribly disappointed at not being able to finish school. By selling
just a portion of her first two payments, she was able to get enough money to finish college
and buy her husband a small truck which enabled him to get his landscaping business
started. Tierrany S. is now a court reporter and her husband is operating their landscaping
business.

Johnny C. (Arizona) was hurt in an auto accident when he was a iminor. After 4 years of
litigation with the insurance company, his family finally accepted a structured seftlement




on his behalf. With his automobile failing him and poor credit to boot, he could not afford
reliable transportation needed to get him back and forth to work. That's when he decided
to sell a portion of his future payments to a settliement purchaser in exchange for a $27,000
lump sum. With that money, he was able to buy a car and put a down payment on a home
s0 that he and his family could move into a safer neighborhood.

James L. finally settled his automobile accident in 1998. After years of litigation, he finally
settled for $495.00 per month for life. Unfortunately, during the litigation, he had
accumuiated medical bills, and his automobile had broke down causing him to lose his job.
As a consequence, he decided to sell a portion of his future payments in order to fix his car
and get back to work. With that done, he is now gainfully employed once again.

Steve E. (North Platte, Nebraska) was injured in a railroad accident leaving him with a
badly damaged hip and recurring back pain. His settiement provided for payments of
$3,000 a month and a $4,000 lump sum every year. Unfortunately, most of this money
was used to pay his monthly living expenses. Recently, a doctor advised him that if he
could come up with $12,000 he could have hip replacement surgery and likely rid himself
of the pain he had been living with. After calling the insurance company and being told
there was nothing he could do, Mr. E. contacted a settlement purchaser and sold
approximately 10% of his monthly payments for several years in exchange for a $12,000
lump sum which paid for his hip replacement surgery. For the first time in more than 10
years, Mr. E. is living without pain.

Leslie B. (Florida) settled a personal injury case in exchange for a series of lump sum
payments due well in the future. She was also receiving $1,000 @ month from her
settlement but that barely covered the expenses of her and her three children after being
abandoned by her husband. After contacting a settlement purchaser she was able to sell
a portion of her future lump sum payments to purchase a badly needed car, some new
furniture and to pay off her debts. Ms. Burdick is now planning to be remarried in the next
few months and is debt free.



r WHAT’S THIS FICHT REALLY ALL ABOUT ?

If It Is About Protecting North Carolina Consumers:

. Why won't the insurance companies sit down and work out a true consumer protection biil ?
Settlement Purchasers have supported and wil! support a law that provides:

. Full and complete disclosure;

. A five day right of recission,

. Court orders where the original settlement was court approved;

. Court orders where the purchase price is more than $100,000. and the transfer
is in the best interests of the claimant.

. Court orders if a court or [RS revenue ruling determines that a transfer of
structured settlement payments causes a genuine tax liability to the annuity
issuer, settlement obligor or claimant.

Why do they insist on absolute veto power over the transaction ?
Why have they picked a standard of review which is so onerous that virtually no one could
achieve it ?

. A standard that is higher than that needed to settle the claim of a minor;

. Higher than the standard app! *d to the adoption or custody of a child.

Why do they point to a federal bill as the stalking horse for the need for S 746/HE 853 when
they had the federal bill introduced ?

Why do they insist that the bill apply to non-North Carolina residents ?

‘ Why don't they tell you that Settlement Purchasers have paid millions of dollars in back
child support, and state and federal tax liens ?

Why don’t they tell you who gets hurt by S 746/HB 853 ?
. Lower income people and minorities who dox’t have access to other forms of

capital get hurt.

. Thousands of employees at hundreds of small businesses throughout the
nation get hurt.

. People who won't be able to zfford to buy a home, pay for school or improve
their lives get hurt.

Why don’t they tell you who really gets structured settlement payments ?

. More than 85% of structured settlement recipients are not disabled and are
gainfully employed.

. 92% of claimants are “satisfie 1" or “very satisfied” with the re-financing of
their settlement which they accomplished with the help of Settiement
Purchasers.

. The average person who re-finances a structured settlement is 33 years old,
employed with a household income of nearly $25,000.

. More than 50% of structured settlements have a present value of $30,000 or
less.

{Source: Best's Review - November 1998)

. Why do they contend that structured settlements are intended to prevent people from
receiving a lump sum when more that 65% of all structured settlements are for lump sums
paid at some arbitrary time in the future ?




’

If 1t Is About Taxes:

Why do they hide the fact that opinions have been issued by Morrison & Foerster's
national tax office, PriceWaterhouseCoopers, Wolf, Block, Schorr and Solis, the United
States Court of Appeals and the IRS itself stating that there is no “tax issue”.

Why do they hide the fact that the United States Court of Appeals for the Third Circuit
has ruled on this issue ?

“The Haydens would have us conclude that Reliance would retroactively
lose this (the § 130) exclusion if Ms. Hayden assigned her right to receive
the periodic payments under the settlement agreement... The Hayden’s,
however, do not cite, and our research has failed to reveal, any support for
this novel proposition. We are therefore unpersuaded by the Hayden’s
theory. "

Why can’t they point to a single letter, rule, case or memorandum from any governmental
entity which supports their contentions that there may be a tax problem ?

Why don't they tell you that Allstate obtained a ruling from the IRS which allows them to
offer lump sums in certain circumstances (IRS PLR 116384-97) ?

Why do they fail to point out that the tax code clearly and unconditionally exempts from
income payments received as compensatic ™ for personal injuries ?

IRC § 104 (a) (2) exempts from income “‘the amount ¢f any damages
(other than punitive damages) received (whether by suit or agreement and
whether as lump sums or as periodic payments) on account of personal
physical injuries or physical sickness;”

So What Is It Really All About:

Its about money !

Structured Settlements save the insurance industry billions of dollars in settlement costs.
. The Travelers Structured Settlemerts Manual says:

"The primary objective in expanding the use of structured settlements is
to maximize their value as a tool to reduce botk claim loss and expense
costs."

"Essentially, when a claimant has a reduced life expectancy and a
substandard age rating has been obtained, the inore life contingent
benefits provided in the structure offer, the higher the savings on the
claim."”

. Ringler Associates, the country’s largest structured settlement broker
boasts:

“Initially, the concept was used on large, catastrophic-injury cases.
Today, claims as small as $5,000 are structured.”



Insurers make billions more by investing the lump sum than they would otherwise pay to
an injured person and paying that person only a fraction of the interest they earn each
year.

The Montgomery County Court in Maryland sure knows it:
Excerpt of transcript Stone Street Capital v. Deborah L. Jackson, Civil No.

176131.

THE COURT: Why is it, by the way, that traditionally these
[structured settiement annuity contracts] are non-
assignable?

COUNSEL FOR STATE FARM: ~ There are a lot of reasons One is to protect
the victim usually of personal injury. The
whole reason for setting up thesc -

THE COURT: Protect them from what?

COUNSEL FOR STATE FARM:  The whole reason for setting up these
structured payments is so that they do not
get a lump sum; they do not get $300,000 up
front. These people-

THE COURT: No it is not. The reason for setting up these
structured payments are so that the insurance
companies can scttle out cheaper.

CO.INSEL FOR STATE FARM:  That is one reason.

THE COURT: All right, come on—

COUNSEL FOR STATE FARM: [ am not going to deny that.

THE COURT: They are not looking out for a plaintiff in a personal
injury case. Please.

COUNSEL FOR STATE FARM:  That is one reason that Your Honor has
said. It is more cost effective for the
insurance company-

THE COURT: That is the reason. That is the reason.

COUNSEL FOR STATE FARM:  Okay.

Its About Their Need to Keep A Secret:

. We demonstrate what the real value of a structured settlement is. This
makes the insurers fearful that as injury victims become more educated
about present values, they will demand lump sum settlements and hence
cost the insurers money.



They know that the corporate welfare provision of the tax code known as
IRC §130 was adopted by Congress to facilitate settiements of
catastrophically injured people who are in need of long term care
(thalidomide babies and the like).

They know that they have exploited and corrupted the laudable policy
objectives underlying § 130 by settling every slip and fall, fender bendes
and garden variety tort claim with a structured settlement.

They fear that if Congress gets wind of what they have been up to
Congress may just reform § 130 and hence;

They fear the light we shed on the market and their practices.

It’s About Their Own Fear of Regulation:

Most insurance policies convey the following rights, but not insurance policies used by
structured settlement companies. Most insrance products give you:

the night to assign the proceeds;

the right to take out a policy loan;

the right to take cash out at policy maturity;

the right to name and change a beneficiary;

the right of the beneficiary to select a settlement option.

Yet with a structured settlement you get none of thesc rights !

it’s About Greed:

Insurance carriers want this business for themselves.

Allstate Insurance Company obtainec a ruling from the IRS so that they
could offer lump sums to beneficiaries of structured settlements !

Why don’t they tell you that insurance companies buy the bonds we create
which are repaid by the settlement payments ?

The insurance industry knows that the services provided by Settlement
Purchasers are valuable and highly sought after. They like the bonds we
create and now want te control and monopolize the market for themselves.

Why don’t they mention the fact that S 746/HB 853 will not effect Allstate
or any insurance company commutation of a structured settlement ?

* k%

Before you decide just ask yourself - What’s it really all about ?
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STRUCTURED SETTLEMENTS & HB 853 ﬂ
CUTTING THROUGH THE DEMAGOGUERY

Structured settlement purchasers provide a valuable service to individuals that originally choose a
structured settlement instead of a lump sum and now wish to alter the timing of some or all of their
payments. The vast, vast majority of structured settlement recipients are employed and perfectly
capable of deciding what 1s best for them finar :ially. They had the right to choose a lump sum at
the time of settlement and should continue to have the right to choose how they get their money.
S. 746/HB 8353 eliminates citizens’ rights to choose what to Jo with their money.

Structured settlements are used to provide for the long term care of seriously injured people.

Over 85% of structured settlement recipients ar= gainfully employed or capable of working and do
not suffer from a long term disability.

The average size of a structured settlement is only $75,000. This is hardly enough to provide for the
long term care of a critically injured person.

Ringler Associates, the country’s largest structured settlement broker boasts:

“Initially, the concept was used on large, catastrophic-injury cases. Today, claims
as small as $5,000 are structured.”

Structured settlements were intended to prevent people from quickly dissipating their awards.

The vast majority of people had the choice of a lump sum or a structured settlement at the time of
sett!lement and they chose a structured settlement

S 746/HB 853 takes away freedom of choice. As we are all aware, changing life circumstances alter
ones financial needs. The freedom to contract to meet those needs is a fundamental right. Just
because a person elected not to take a lump sum at the time of settlement shouldn’t mean they are
forever restricted from so doing.

Claimants who sell a portion of their settlements squander the money.

34% Use the money to buy or renovate a home

31% Pay off existing debts including tax liens and child -upport obligations’
14% Pay medical expenses

11% Use the funds to open or expand a business.

Settlement Purchasers usc high pressure sales tactics and usurious interest rates.

Settlement Purchasers advertise and respond to in-bound phone calls. The claimant initiates the
contact and can terminate the contact by simply saying they are not interested.

Settlement Purchasers insist that individuals seek legal and financial counsel before they sign a

! Settlement Purchasers require that tax liens, child support and alimony are paid. As a result, during the

last two years over $9,000,000. in child support, alimony, tax liens and other debts have been paid.



Myth:

Reality:

contract. Most contracts for sale of settlement payments contain a 3 day right of recission and all
terms and conditions are fully disclosed in writing.

The discount rates charged by Settlement Purchasers are consistent with the rates of major credit
- ard companies throughout the US and competition is driving discount rates down ail the time.

IRC § 130 was adopted to encourage peopic to accept long term pay-outs of personal injury claims
and the Treasury Department has so found.

IRC § lmwsmsdnﬂcwmofmeinmeindumbecmitpmvidesdwmshpm
benefit. The inclusion of the language regarding “accelerating, deferring, increasing or decreasing”
the payments was added solely to protect the claimant from: the possibility of “constructive receipt”.

Former Assistant Secretary of the T reasm'yfor Tax Policy, John E. Chapoton testified before the US
Congress at the time Section 130 was originally passed (1982) and again recently.

“The sale of structured settlement payments by a claimant should have no adverse tax
consequences to any party... The notion that a sale by a claimant, many years after the fact, could
somehow cause the structured settlement company to lose its original benefit under section 130
(or could somehow cause constructive receipt to be revisited) is nonsensical. It cannot be a
serious assertion.” (Emphasis added)

- Testimony of John E. Chapoton, Esq., March 18, 1999, United States House of Kepresentatives Ways
and Means Subcommittee on Oversight

Chapoton went on to note that

“There is no regulation, ruling, notice, or formal or informal pronouncement which indicates the IRS
views the sale of settlement payments as raising tax issues under sections 104 or 130. There is no
evidence that the IRS has eve raised this issue in any aud:t. Only one court case has dealt with this
issue. The Third Circuit, in a bankruptcy decision. squarely addressed and rejected the argument that
a subsequent assignment would cause a settlement company to retroactively lose the income
exclusion provided by section 130. The court went so far as to dismiss the argument as "novel"”

- Testimony of John E. Chapoton, Esq., March 13, 1999, United States House of Representaiives Ways
and Means Subcommittee on Oversight
Insurance companies wish to protect structured settlement claimants from themselves.

This is a total fallacy. Claimants have complete latitude to accept a lump sum or structured
settlement at the outset.

Structured settlements are incredibly profitable for the insurance companies and the brokers that set
them up (the NSSTA and its members).

Take it from them - The Travelers Structured Settlements Manual says:

“The primary objective in expanding the use of structured settlements is to maximize
their value as a tool to reduce both claim loss and expense costs.”

“Essentially, when a claimant has a reduced life expectancy and a substandard age
rating has been obtained, the more life contingent benefits provided in the structure
offer, the higher the savings on the claim.”




Myth:

about the “time value of money” (the real value of the scttlement they accepted).

S 746/HB 853 's exception for court approved hardships addresses the needs of those who reaily need
access to their money.

There is no court procedure for obtaining such an order in 46 of the 50 states.

1o the extent that a petition can be brought before a court, the bills standard of “extraordinary,
unanticipated and imminent” will lead to a disparity of results amongst and between residents of the
several states. Moreover the cost of going 10 court is excessive particularly given the small size of
the average transaction (less than $20,000). Additionallv, insurers routinely file 40-50 pages briefs
and objections to transfers in the three states that require a court approval.

Settlement Purchasers oppose regulation.

The Settlement Purchase industry embraces reasonable reguiation and recently sought to introduce
such legislation in Illinois which was opposed by the NSSTA and the insurance industry. Settlement
Purchasers have and will support reasonable regulation at the federal and state levels.

*E¥



Key Points on the Structured Settlement Bills

Private Insurers Should Not Be Able to Veto Court
Decisions. This bill was supposed to make it possible for
structured settiement claimants to sell some or all of their
future payments /F a court approved the transaction. In fact,
the bill says that a court cannot approve a transfer without the
written consent of the insurer -- even if a claimant desperately
wanted to sell and even if a court found that the claimant
needed to sell. In effect, the bill gives the insurers an
absolute veto - even over transactions that the courts
would otherwise approve! The courts (not an insurer) should
decide whether a sale is in the best interests of a claimant.

Sales Shouldn’t be Limited to the Desperate and The
Needy. This bill would tell the courts that only a claimant
facing "imminent financial hardship" could sell. In other words,
the richest guy in town can’t negotiate a sale ~ even with court
permission; but the fellow who's desperate - who faces
"imminent financial hardship" - can. Tnat’s discriminatory and
arbitrary (and perhaps backward). The court should be asking,
"what is in the best interest of the claimant?”

Bank Lending Should Be Excluded. The bill was supposed
to be about unregulated "factoring” transactions, but by its
terms, it also covers /oans and bank lending. We already have
plenty of regulations dealing with lending by banks and finance
companies. This will make it difficult (if not impossible) for
banks t» make secured loans to people who are getting
payments like this over time. And it will make it difficult for
personal injury law firms to secure affordable credit.

Court Orders should not be required unless the original
settlement was court approved.

The average transaction is quite small - they average less than
$20,000. In most cases the individual had the choice of
accepting a structured settlement and they should not have to
go to court now because they have changed their minds.
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Claimants Deserve These Protections Whenever Asked to
Choose Between Cash and Payment Over Time. Whenever
a personal injury claimant is asked to choose between upfront
cash and payment over time, the claimant should be: (1)
advised to consuit with a lawyer or other professional advisor;
(2) told what they are getting and what they are giving up; and
(3) told what the interest rate or discounted value is. The
disclosures should be made and claimants advised to consult
counsel when they are considering a sale and when getting
into a settlement in the first place. That's only fair. In its
current form, this bill will be seen as a one-sided effort to
protect insurance companies at claimants’ expense, leaving
claimants without any meaningful disclosure requirements or
safeguards at the "front-end” -- and no meaningful opportunity
to cash out when and if their circumstances later change.

The Law Should be Limited to Resident of the State
Promulgating the Law. Court approval is required for any
case involving a North Carolina insurer -- even if a Californian
has sued a Californian in California, settled in California, and
later decides to seli payments to a Californian. Why should
North Carolina open its courts to process all of those cases?
Does someone expect Californians to bring their applications
under this law in California courts? How can one state’s
legislature expand the scope of another state’s courts
jurisdiction? It can’t be done. The bill only works to the extent
that its scope is limited to the residents of the state in which
the law is adopted.

sededk
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understanding structured settlements

A siructured settiement is a financial arrangement that stems from a personal imury or
wrongful death cdlaim Tvpically, the beneficiary or claimant is pad over a penod of years
in a senes of installments with inflexible payment terms, rather than through a single
lump-sum pavment. Usually, the settlement takes the form of monthly pavments,

! periodhc lump sums, or 2 combination of the two

Under the terms of a settlement that qualifies for preferable tax treatment, the claimant

| cannot access future payments. As a result of this inflexibility. claimants whose hfe

arcumstances change often require additional furds from the settdlement. To meet this
need, a secondary market has emerged Companies in this market buy the right 10
receive a portion of the future scheduled payments in exchange for a current lump-sum
pavment to the claimant

“moriczlly, personal injury lawsuits were settled with an upfront, lump-sum payment
to the claimant. However, favorable [RS rulings permitted future penodic payments to
be received by claimants on a ta~-free basis, and this combined with the increasing
number and size of rury awards in personal injury cases has led to a growing number of
structured settlements. It 1s estimated that over $50 billion in structured settlements are
currently being paid to injury victims, and approximately $5 billion in new siructured
settlements are created each vear

Structured settlements were originally intended for use in catastrophic injury cases,
where vicums suffered long-term disabilities and damages were measured in the
millions of dollars. In the early vears, a structured settlement provided steady income
to those unable to work or care for themselves.

In recent years, however, insurers have used structured settlements in all forms of
personal injury cases Often, claimants are persuaded to accept structured (rather than
cash) settlements before thev've retained counsel. Also, it has become common for
insurers to structure personal injury settlements even where the claim s relatively small

. and the claimant 1s perfectly able to work and care for himself or herself. In such cases,

structuring settlements has less to do with protecting the vicums than enhancing the
casualty insurer’s return. In many cases, foraing claimants to want for their money —

even when their finarial circumsances change — imposes needless hardship
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. wunderstanding structured settlements

. Don’t | No A settiement pard over ume costs an nsurer much less than a like amount paid n
| cash upfront. Insurers know that a dollar 10 be paid in the future costs less than a dollar
1o be pard woday In short, the net present value of a future (face value) payment siream

1s significantly less than that future value.

Cost The Same,
Whether Paid in

The following 1s an outline of a typical structured settlement

- m Sum Mary settled her personal injury claim on January 1, 1995 in exchange for
a promise of payments in the future. These pavments will be made at the
Or Structured ! rate of $500 per raonth guaranteed for 20 years (240 months) and 4

lump-sum payments as follows: $20,000 due Jan 1, 2000, $25.000 due
Jan. 1, 2005; $30,000 due Jan 1, 2010 and $40.000 due Jan 1, 2015 The
insurance carnier tells Mary that she is getting a $235,000 settlement
($500 x 240 plus the lump sums). However, the carrier doesn’t pay

235,000 because the settlerent isn't really that large The actual value

Over Time?

of the settlement is ir< “present value.” Assuming a discount rate
of 10% per year, which 1s in line wich the combined rate and fees charged
by annuity providers, the entire settlement is really only worth $85,400

l The further in the future you are scheduled to receive a sum of money the less it s
worth today because of inflation and cost of living increases. Thus, no matter what

? the source, structured settlement payments, lottery prizes or other types of annuity,

_ nflation will make the value of the payments shrink in coming years. Just look at what

inflation has done over the past 34 vears:

: Average Prices 1964 1998
Salary sé,oso.bo $35.492
; New House | m}.oso.oo‘ $110,590
New Car £3.,496.00 $20.756
Gailon of G;L; Lol | £30 $103

Moreover, when an insurer is able to delay payment through a structured scttlement. it

can earn double-digit returns on the money it zets to hold — someumes for decades

For this reason. structured settlements are often “back-loaded” (see glossary) with the

! smaller pavments made first and the bigger dollar amounts pad out later.




g e e S T 55 A, P R A S N e oSS Tt A B

understanding settlement purchases
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underslandmg seltlemenl purcbases

A ccident victims should be the ones 1o benefit when a settlement s structured
Unfortunately, that is often not the case. The following are the kev players and their
specific interest.

Property & Casualty Insurers: Consumers who settie personal injury claims are
sometimes told that the award must be paid out over ume  In substance, they get a take
it or leave it offer from the defendant, usually a property & casualty insurer. When
presented with a choice of upfront cash or what appears to be a much larger amount
paid over time (structured settlement), consumers usually are not provided the
information they need to com, Jre the upfront cash offer with the future payments
(structured settlement offer). There is certainly no legal requirement that insurers
disclose the true present value of their offers, nor is there even a requirement that
consumers be told to consult with counsel before making a choice. Under current law,
insurers can offer $100,000 paid «n small instaliments over the course of 30 vears and
label it a $100,000 settlement offer. Obviously, insurers hope they can scttle their cases
cheaply if accident victims believe that they are getting larger awards.

Settlement Brokers: A small group of settlement brokers earn commissions on every
settlement they structure. These brokerage rompanies earn tens of millions of doilars
every year in setting up structured settlements — without ever disclosing their
commussions 1o the claimants or claimant lawyers. There are no regulations governing
settlement brokers beyond that applied to any life insurance agent. In addition, their only
training is provided by the trade associati »n (Natonal Structured Settlement Trade
Association) set up to perpetuate the growth and increased use of structured settlements.

Annuity Providers: Usually an "A" rated U S. life insurance company, annuity providers
agree to make the settlement payments to the claimant in return for a lump-sum cash
“premium” from the respective casualty insurer. The provider agrees to make peniodic
payments to the claimant based on the schedule of payments negotiated by the
settlement broker with the claimant By wransfernng the payment obligation, the
casualty insurer is released from all liability to the claimant. The annuity providers profit
by holding and investing the lump-sum premium payment they get from casualty

nsurers, earning returns well in excess of the amounts paid to the claimants

Claimants: In many cases, settlement structures provide a crucial financial stream to
pay for the living and medical expenses of seriously injured tort vicums who are
unemployable. However, most claimants prefer a lump-sum payment that offers them
the flexibility 1o use in a manner that best fits their individual needs
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understanding settlement purchases

Tens of thousands of peoplr are now receving structured settlement payments. Mamy
want to convert their payments to upfront cash, but are impeded by dong so by
nsurers. That's where settlement purchasing plays a role. The recipient of a structured
settiement can sell all or part of his or her future pronmised payments to a settiement

purchaser for a lump-sum payment in cash

| Every vear. thousands of people sell part of their 'ong-term personal injury settlement

% to settlement purchasing companies. The money they receive may be used 1o improve
| a home, fund a child’s college education, start 2 small business, pay medical expenses,
! repay debts, or deal with an unexpected lif- change such as a divorce or job loss. For
{

| those consumers, the ability to sell some or all of their future payments provides

' flexibility to meet pressing financial needs with money that ultimately belongs to them.

A siructured settiement recipient may need $15,000 to pay for a prosthetic hmb and

will choose to sell a portion of h.s monthly settlement payments in excharge for

| $15,000 cash. The purchaser and seller will calculate the number of periodic payments
to be exchanged in return for a lump sum of cash. Assuming an agreement is reached,
i

the claimant simply transfers the “right to receive those payments” to the settlement

purchasing company in exchange for a lump-sum cash payment
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understanding settlement purchases

"n A claimant sells the nghts 1o receive specific pavments, which in no way affects

payment of the settiement The same montkly installments are simply sent 1o a

| diffevent address The uming, frequency and amount of the pavments do not change

- Yet. a powerfui segment of the insurance industry is fighung to deny this option

claimants through a number of activines
% refusing to honor the claimants payment and change of address instructions;
<+ refusing to follow court orders directing insurers 1o honor a purchase agreement,

=+ redirecting pavments to a claimant’s former address to prevent settlement
purchasers from receing payments,

< sponsoring legislation to ban settlement purchasing or to tax it out of existence

Ultimately, these tactics are hurting the people who most need help: America’s personal
injury victims

Insurance o ympanies claim that they are trying to protect consumers from “bad deals ~
Incredibly, insurers now claim 1o be acting as consumer advocates for personal injury
vicims. These are the same victims they have opposed in lingation and, in some cases,
urged not 1o seek legal counsel when structuning the original setlement They claim
that settlement purchasers charge too much when they buy a payment stream. This

simply 1s not the case.

On average, the discount rates charged are comparable with credit card interest rates
But, with a definite advantage over credit — once the consumer has traded future
pavments for upfront cash, nothing more is owed. Also, it is important to remember
that these periodic payments are not without risk — recently Executive Life and
Confederation Life, two of the largest settlement annuity providers, failled financially

affecting thousands of claimants

Ironically, many of the insurers who oppose structured settlement factonng are
themselves affiliated with consumer finance or factoring companies that charge similar
interest rates. Additionally, many insurers purchase the securitized portfolios of

purchased settlements when they are sold on Wall Street
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understanding settlement purchases

- Some insurance companies see settiement purchases as a threat (o their very

| lucrative business of structuring settlement obligations that otherwise would have o

be paid upfront. They know that settlement purchases highlight the inflexibihity of
the fixed payment plans that the insurers hope to sell o (or impose upon) future

accident vicums

People who decide 10 sell their settlements at a discount are living proof that the
inflexible schedule imposed by structured settlements often fail to meet consumers’
changing needs. Through settlement purchases, consumers are learning that the
present value of their settlements 15 a ‘ot le: s than what they may have been led 1o
believe. No doubt, the insurance industry is concerned that as more and more people
(and lawyers) begin to learn how structured settlements really are being used to enrich
insurers and their brokers at the expense of accident victims, fewer claimants will agree

1o accept settlements that are pard over time. Otherwise, they and their attorneys will

- negotiate much stronger and equitable settlements in the future

Seulement purchasing is regulated in some states. In several others, the National
Association of Settlement Purchasers (NASP) and its members are working with state
legislators to enact new regulatory proposals

NASP members operate under specific self-regulatory by-laws which prohibit buying
settlements from:

< minors,

++ claimants who have been declared legally incompetent, or guardians (unless under

court order);
*+ claimants depending on future payments for @ medical treaiment.

« claimants who are unemployed or unemployable and whose payments are their only

mcome

Under NASP's regulatory proposals, all settlement purchase agreements would be

subject to these restrictions.
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understanding the :ssues

A segment of the msurance mdustry seeks to ban the sale of structured settlement
pavments Some of the mnsurers’ legislative proposals would make st diegal for a
claimant to sell a structured settlement payment without the insurer’s express written
consent — even if the sale has been reviewed and approved by a court of relevant

wnsdiction. Other proposals would impose punitive taxes on sales transactions

If this type of legislation is passed, the real losers will be the tens of thousands of
personal injury vicims who would lose the valuable option of converting inflexible and
potenuaily nsky penodic payments to cash

' INIASP believes that consumers ought to have the right to choose whether o1 not 1o
recewve a lump-sum or a structured settlement pavment. This choice should always be
there, dunng settlement negoti. ons and vears later. Claimants who decide to receive
a structured settlement should have the nght to sell that payment, not be forced to
continue with inflexible and potentially nsky peniodic pavments that don’t meet

their needs.

That's why NASP has sponsored legislation which provides major safeguards for
| consumers and protects their right to make their own financial decisions

This legislation will better define and regulate the practice of settlement purchasing and
that's good news for everyone — consumers, insurance companies and the settlement
purchasers Under this model legislation

I =+ the claimant must be informed of the present value of any structured settlement;

=+ settiement purchase agreements must nclude a good faith estimate of the net
amount pavable to the claimant as well as all brokers’ commissions, service charges

and costs;

< the claimant must be represented by an attorney during both the creation of the
onginal settlement and during the settlement purchase negotiations;

| < the claimant shall have the ab olute and irrevocable right to rescind and cancel the

settlement purchase agreement within three days
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glossary

The life insurance company (or casuaity insurer) that sends the structured settlement

payvments to the claimant

In a structured settlement, the practice of paying larger monthly instaliments later in
the settiement. The claimant typrcally receives smaller payments at first, with the big
dollar payments paid out in later vears. Back-loading is one way to make a structured

settlement appear to be worth more than it really is

Claimant

A person who files a claim as a resuh of an acadent or a personal injury

Casualty Insurer
The company that insures the party being sued, defends the claim and enters into a
settlement agreement with the “umant.

Settiement

The promise made by the insurer 1o pay 2 lump sum or future schedule of payments to
an accident victim when a personal injury claim is resolved

The practice of acquiring the right to receive future payments due under a structured
settlement in exchange for a lump sum of cash

Structured Settiement

A series of periodic payments made over nme in the settlement of a personal injury or

wrongful death claim.



fact sheet

Facts about Structured Settiements

*+ Each vear some 50.000 Amenicans receive tax-free “structured settlements” for
personal injury claims in place of single, lump-sum payments — that's abourt $5

bilthon in structured settlements each vear

| *+ More than S0% of the structured setilements set up each year have a present value
L of $30,000 or less

% Over the past 15 vears, structured settlements have totaled more than $50 billion

< An average structured settlement continues over a 20-vear peniod and cannot be
| altered regardless of changes in the recipient’s needs or life circumstances. That's

, where settlement purchasing fits in

- Facts about Settilement Purchasers

<+ Settlement purchasers buy the right to receive a specified amount of structured
settlement payments in exchange for a lump sum of cash. The nghts to specihed
payments are simply transferred to the settlement purchasing company.

=+ For consumers, the ability to sell their future payments provides flexibility. They
receive the money they need, when they need it, for any number of reasons. medical
emergencies, pay tuition or taxes, start a business, or repay a debt

*+ Eightv-eight percent of settlement purchases are partial purchases. In other words,
| only a part of the settlement is sold The claimant retains the balance of penodic
payments

Facts about People Selling Mheir Structured Settiements

=+ The average seller 1s 33 vears old, employed and has an annual household income of
nearly $25,000.

o4

Over 85 percent of structured settlement claimants are NOT DISABLED and are
gainfully employed.

=+ Thirty-four percent of claimants use the money to buy a home; 31 percent pay off
| existing debts or pay for education; and 16 percent open or expand a business with

the money

% Ninety-two percent of claimants are “sausfied” or “verv sarisfied” with the refinancing

they were able 1o accomplish with the help of the settlement purchasing industry




questions & answers

Not anymore. That may have been the oniginal intent. However, the economic
benefits to insurance companies have resulted in a wider use as evidenced by the over
$35 hillion in annual premiums generated by such arrangements. Only a nny fraction of
these settlements are for persons who cannot protect themselves. Further, NASP
members are n favor of rational regulation to protect such individuals

The following facts reflect what NASP believes 10 be representative of the settlement

market today

<+ The average seller is 33 vears old. emploved and has an annual household income of
nearly $25,000

=+ Over 85 percent of structured settlement claimants are NOT DISABLED and are
gainfully employed

=+ Thirty-four percent of claimants use the money to buy a honie; 31 pereent pay off
existing debts or pay for education; and 16 percent open or expand a business with
the money.

=+ Ninety-two percent of claimants are “satisfied” or “very satished” with the refinancing
they were able to accomplish with the help of the settiement purchasing industry

Whatever policy considerations may suppo-t structured settlements of personal injury
claims in the first instance, no such policy should preclude cdlaimants from revisiting this
choice if their circumstances change. The secondaiy market has evolved to meet the
financial and social needs of claimants as their hife circumstances change. Settlement
purchasers are simply purchasing a porton of the settlement so that a lump sum is
available to meet the needs of the claiman..

' Moreover, virtually every structured settlement purchase transactuon 1s a “parual

purchase,” where only a fraction of the settlement has been sold The claimant retains

' the bhalance of the periodic payments

The assumption that claimants are incapable of making reasoned financial decisions if
provided full information is unsupportable The vast majority of claimants are
competent to handle their own financial affairs and do so 1n all other contexts. These
individuals understand the need for cash immediately and how much they will “hold in
reserve” for the future In virtually every case, the claimant only sells enough of the

future pavments due to solve their immediate financial needs.
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questions & answers

No. Informanonal advertising and marketing is conducted to let clamants know that
there 1s a choice availlable None of the members of NASP make cold-calls to claimants
In wirtually every purchase transaction 1t is the claimant or the claimant’s counsel who
imuates the contact with the settlement purchase company The companies follow up
on such calls to begin an application process that contains numerous underwriting
safeguards for claimants. At the end of the process, claimants are again offered a nght
to change their mind for any reason at no cost or obligation. Settlement purchase
companies’ marketing technigues compare favorably to the technigues of the consumer
finance industry

| No. The discount rate apphed in the majority of cases ranges from 18 to 21 percent

These rates compare to those offered in standard credit card borrowing 2nd those
offered by consumer finance companies and crzdit card issuers Further, one of the
factors keeping rates high is the legal impediments raised by opponents of structured
settlement purchases in various stare legislatures and court proceedings. Cresting a
framework of legal and financial predictability is the surest way to bring rates down

The evolution of the lottery purchasing industry serves as a powerful example. Almost
20 states now permit the free assignability of ‘ottery annuives Prior to the enactment of
legislanon explicitiy authonzing such transactions, discount rates were typically in the
high teens. As soon as legal uncertainties were removed, rates fell 1o single digits
Similarly, a bankrupt state insurance pool in New jersey deferred payments of personal
injury awards and attorney fees. The purchase of these obligations started at high rates
(25-30%) After the state established a procedure for processing assignments and

- assured investors that properly assigned claims wovld be paid directly, rates dropped

to 10-12%.

If Congress or state legislators are concerned that current rates are too high, they
should note that the impositon of any new taxes would increase the discount rate and
would be counterproductive

The surest way to increase the amounts provided to the intended beneficiaries 1s to
require adequate consumer protection in all phases of the structured settlement,
including the original structured settlement and the subsequent transfer of payment
rights. Beneficiaries should be informed of the values and settlement options at the
time of the original settlement so that they are less likely 1o be lulled into settlements
that do not meet their needs and put at the mercy of unscrupulous refinance
companies As with the lottery example, consumer protection should include requ red
cooperation between the companies making the settlement payment and any

companies involved in transfer of payment rights
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questions & answers

| NASP believes not. The federal tax rules refiect Congressional recognition that in

, order to receive periodic seitlement pavmenis as tax-free damages, a recipient must not
| be in constructive receipt of the annuity contract or the value of the contract
Ownership of the contract that backs the settlernent is vested not in the indmvidual. but
in an insurance company or affihate. Sale of structured settlement payments raises no

| constructive receipt problems and should not result in taxable income to claimants as

| they are simply receiving personal injury damages that are excludable from income The
| sertlement purchase companies are seeking confirmation of these conclusions from the

|
|
|
|
i
f Internal Revenue Service and have invited structured settlement providers to join in
| this effort

i

|

i Yes. Settlement purchase companies strongly support and are actively seeking

| consumer protection legislation to r 2gulate structured settlements and seconGary

! market transactions. Indeed, member companies have been acuvely working through
NASP ar the state level to pass co prehensive legislation to protect the interests of
personal injury vicums at the ume of settlement and, subsequently, should they sell a

' portion of their settlement The association is working with a number of state

! legislatures, which are presently debating the adoption of NASP's model legislation

: Interestingly, the Joint Committee on Taxauon in its analytical description of the

| proposed new excise tax noted that it “could also be argued that it is not the function
of the tax law to prevent injured persons or their legal representatives from transfernng
rights to payment. Arguably, consumer protection and similar regulation 1s more
properly the role of States than the Federal government.” The Joint Commuttee further
notes that “on the other hand, the tax law already provides an incentive for structured
settlement arrangements, and if practices have evolved that are inconsistent with its
purpose, addressing them should be viewed as proper”

NASP would welcome adoption of standards to assure the adequate disclosure of the
present value, fees, and commissions, both at the time that structured settlements are

estabhished and at the ume of secondary purchase. NASP offers its model legislation as
the best method for making this consumer protection standard a part of federal or

state law



tax policy statement

NASP strongly opposes any tax on the purchase of a structured settlement
arrangement New taxes would himit the freedom of indwiduals to arrange their
financial affairs as they choose, while achieving no tax revenue generation as purchasers
| would leave the marketplace Any tax proposar is based on several erroneous
| assumpuions. In fact, it would
|
! < Penalize those who can least afford it. The majority of structured settlement
purchases are from individuals recewving small penodic streams not arising out of
catastrophic injury. These individuals will be forced 10 bear legal fees or a punitive
tax o receive lump sums

=+ Eliminate consumer choice. The aver:ge length of a structured settlement 1s 20
| vears, duning which time situations arise that can create an immediate need for cash,
often unanucipated at the ume the structured settiement was established
Individuals should be able to access their settlement as life circumstances change,
enabling them to among other things:

* meet educanonal or medical needs

}
|
* start a business;
pay off debts;
: * offset a job change, divorce, death, or serious illness; or
1 * pass assets to children and spouses wnd avoid estate tax and probate problems.

< Deny access to financing sources. Indviduals who access structured settlements
payment streams are often those without access to credit. Imposition of any tax will
eliminate this financing source for thosc most in need of capital.

<+ Punish rather than protect consumers. People who receve structured
settlements and then later sell them deserve full and complete disclosure in order
1o make informed choices. Settlement purchase companies that are members of
NASP have urged state legislatures and Congress to consider real consumer
protection throughout the structured settlement process. NASP believes that
consumer protection should be provided both at the tme structured settlements

are established and at the ume of secondary purchase. A punitive tax is no substitute

for informauon and free choice
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tax policy statemen!

< Impose an unfunded state mandate and needless additional burden on
State Courts. A large majonity of all structured settlements are developed without a
court proceeding The Administration proposal mandates a special court procedure

‘ in order to avoid the new tax in cases of life or death This new procedure does not

i exist in any state currently and, in essence. would be a new unfunded mandate

+

Represent inappropriate intrusion into an industry dispute. A few compames

i in the insurance industry fear that a vibrant secondary market where individuals can
chose to hquidate a portion of their structured settiement payments may cause
claimants or plaintiff attorneys 1o reconsider the wisdom of putting clients in
structured settlements in the first place or make them much more knowledgeable
about the net present value of the settlement offer they are considening
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testimonials

It wasn't unul Tennessee resident Tarron B. (Knoxville, TN, 21) needed a down
pavment for a home that she considered a relatively new option for raising cash
Seventeen years ago, when Tarron was four vears old. she suffered a broken leg. neck
injuries and multple fractures in an auto acadent, and since then she has been pard
annual payments. She decided to sell her payments to a company that specializes in
settlement purchasing” in exchange for cash Today. Tarron is a proud homeowner
Following are others like Tarron, for whom sertlement purchasing has meant all the
difference in the world

Dwight F. (Brooklyn, NY, 30) had been in and out of the hospital for 2 total of ten
surgeries because of injuries he suffered in a motorcycle accident. Since he was unable
to work consistently he fell behind on his child support obligatons. Wanting 1o provide
for his children and satisfy his past due obligations, he sold a portion of his monthly
pavments. By selling a portion of “is monthly payments. Dwight was able 1o provide for
his children and pay off his high interest loans.

. In 1974, Savane W. (Fort Wayne, iN, 33) lost hus legs in a train accident when he was 10
. vears old His family accepted a structured settlement, affording him a lifeaime of
' monthly payments. Twenty-five years later, Suvane remained homebound and jobless

. He wanted to start his own business and replace his aging prosthetic limbs, but facked
~ the cash to do so. ‘The insurer refused to pay any sooner. In three separate (ransactions,

he agreed 10 sell portions of his future pavments in exchange for cash, keeping monthly
annuity payments in an amount sufficient to meet his hving and medical expenses. With
the proceeds of his first sale, he paid for the repair of his aging prosthetic imbs, wath a

. second sale, he converted his basement into a sma!l commercial print shop; and ¢hen

his business grew, he sold another portion of his payments to purchase a handicap-
accessible van to handle pick-ups and deliveres

After losing her leg in an auto accident, 17 year-old Irene H. (Prospect, CT. 33) agreed
to a £210,000 structured settlement that would be paid in monthly installments over
time. Fifteen years later, Irene’s needs changed. In order to support her famuly, the
single mother wanted to go back to school. She also needed a new prosthenc hmb But.
under her current settlement plan, she wouldn't receive the money until 1999 With
nowhere else 1o turn, Irene decided on a settlement purchase, selhing a portion of her
future pavments for a lump sum of cash Today, Irene has returned 1o school, satisfied

debts and purchased a new artificial limb



| testimonials

. - In 1957, Robert G. (Clay Cury, KY. 50) was injured n a truck acoident and received a

. £9.000 a vear structured settlement Ten vears later, Robert was without a job, and
wanted 1o start his own business. All he needed was a new truck, but he didn’t have
enough money to buy one Unable to convince his insurance company to advance his
settlement payments, Robert sold a portion of his future payments to a settlement
purchasing company in exchange for the cash he needed for the truck. Robert now
owns his own business, and makes $40,000 per vear driving the truck he bought
through settlement purchasing

‘ The double burden of newborn twins and the loss of his job left Anthony D.

| (Walhngford, CT, 28) with large debts and & mortgage default that threatened his family
] home Anthony wanted to use money from the remaining pavments of a structured

! setlement he had ceceived ten years ago because of an accident. Even though his
insurance company refused to provide him with the money from future payments,

1 Anthony was able to use the money to save his home. He simply sold his remaining

} payments to a company specializ. g in settlement purchasing Today, Anthony not only
i has 2 home, but he has used the remaining money to return to school where he is now
i training for a new job.

H

' Gilbert H. (Chicago, IL, 41) needed cash to expand his auto body shop and buy

- equipment which complied with new environmental regulations. Imured on the job
several years prior. Gilbert had been receiving monthly payments as settlement for his
| claim Despite the steady stream of income, banks would not accept these payments as
collateral for a loan. Gilbert sold a portion of his future payments to a settlement
purchasing company Today, Gilbert H. was able to expand his business, purchase a
rental property, pay his daughter’s tuition, and purchase health insurance for his family

[ As a teenager, Dale A. (Chaffee, NY, 33) had been injured in a car accident. Since then,
t he has received monthly payments from an insurance company as part of his structured
settlement. Recently, however, Dale needed money to purchase a home. By selling «
portion of his future settlements, Dale was able to close the sale and is now the proud

owner of a new home




testimonials

. in 1996 Edwin S. (Pulasks, VA, 38) needed cash to build a aheelcharaccessible home
He had been severely imured in an auto acadent ten vears earhier and has been in a

wheelchair ever since. His insurer would not pay him any of the monthly payments he
receives as part of his accident settlement. and Edwin was certain he would not be able
1o secure the funds for the home. With the help of settlement purchasing, however
Edwin built the house and used with the balance to start a small business

Settlement purchasing provided Gail A. (Mernck. NY, 41) with the money she needed
to pay her property taxes, save her home, and resolve her other debts Gail had
receved the structured settlement from a car accident that caused her 1o suffer from a
herniated disc and shoulder injunies. Gail had hoped to convince her insurance
company 10 provide her an advance on the monthly pavments, but when they said no.
she wurned to settlement purchasing as the solution 1o her financial difficulties

Johnell M. (Pinevilie, LA, 44) broke his back in a machinery accident After 2 years of
physical therapy and rehabilatic  he agreed 1o a structured settiement of monthly

payments for life. Johnell's marriage proposal in 1997 put an unexpected burden on
. his finances He needed cash to pay off his debts and to buy the home he was

currently renting. In order to do this under his structured payments, Johnell would
have had to wait nearly five years to get married. Unwilling to postpone his marniage,
Johnell sold a fraction of his settdement, using the money to pay off his debts and buy
a car and a home




consumer bill of rights

1. You have the right to know the exact amount you are to receve in exchange for

vour transfer of pavment nights;

2. You have the right to know the discount rate apphied 1o your transaction,

3. You have the right to consult with your counsel of choice at any tme regarding

vOur transachon;

4. You have the nght 10 know the exact amount of all commissions, fees and other

charges to be incurred by you in connection with vour transacuon,

S$. You have the right 1o cancel our agreement to transfer your payment rights for any

reason within three (3) business days of the date you receve payment;

6. You have the right to know about any penalty provisions, including claims for

liquidated damages, in the event of a breach by you of your transfer agreement;

7. You have the right to choose whether or not to transfer your pavment rights at

J any ume




NASP code of ethics

. f Be it resolved, that the NASP shall adopt a code of ethics for its members.
? All members shall:
I

*+ observe high standards of commercial honor and just and equitable principles
; of trade,

<+ comply with all laws governing the member’s operations, and shall conduct as
business <o that the member deserves and receive. recognition as a good and law
i abiding aitizen,

<+ be accurate and complete in its contract negotiatons with prospective customers,

= not engage in any unfair methods of competition, and

| < not take any unfair advantage of a prospective customer, and shall insure that
| the prospective customer is lega'ly capable of entering into the transaction
contemplated
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| fact sheel

- Facts about the National Association of Settilement

|
|

~ Purchasers

I < NASP is 2 non-profit trade associauon formed in 1996 by settlement purchasing
companies to promote the industry and establish ethical and professional standards
of conduct for the industry

| <+ NASP members support regulations to define our industry’s services and scope,
nsull consumer confidence, and validate our products

o

NASP has developed model legislation which provides major safeguards for
consumers and is encouraging states to adopt these or similar regulations into faw

=+ NASP has specific guidehnes governing the sale of settlements. Member companies
will not buy from

* minors, people who have been legally declared incompetent, or guardians
(unless under court order);

* people who have been legally declared incompetent or guardians (unless
under court orders);

* people who depend on future payments for a medical treatment,

* the unemployed or unemployable whose payments are their only income

NASP Mission Statement

I Under the terms of its bylaws, NASP's mission is to-

establish procedures for protecting its members against fraud;

< establish ethical and professional standards of conduct for the industry;
=+ increase awareness of the industry and its services;

represent and coordinate the industry in matters of legislative and legal importance.

&

=+ serve as the voice of the industry;
l <+ gather and maintain statistical information about the industry,
|+ gather and disseminate information of general importance to its members.

‘ < educate structured settlement recipients, their attorneys or representatives,
purchasers, and brokers about acceptable industry transaction methodologies and
| risks including a better understanding of customer needs, underwriting standards,
proper legal processes and procedures for securing a transaction, and legal and

information materials available to participate in the industry
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How Insurers Abuse Structured Settlements

The attached are examples of structured settlements. These exampie show how, when they are being set up,
the insurance industry abuses them and how the true economics of a structured settlement are buried, hidden
obscured 1o make them seem more appealing to the plaintiff lav-yer and his client’.

10.

Explanation/Comments:

Examples of actual insurance company settiement documents showing the amount they paid for
the annuity and the future value of the settlement. This is why structured settlement “seem™ like
a great deal for the claimant when they are really a great deal for the insurer.

Attorney accidentally took his fee on the future value of the settlement.

Christy’s proposal states that the value of the settlement .3 $222,000. In fact discounted at 10%
it is really worth only $140,060 an overstatement of more than 58% !

The proposal for Rose states that the value of $63(.89 per month for 240 months is $151,413.
Discounted to present value at 10% per annum it is only worth $63,000 - an overstatement of the
value of more than 140% !!

The Mr. & Mrs. Gibbons settlement prop sal says that they are guaranteed $830,000. However,
the real economic value of the guaranteed portion of the settlement is half that amount !!!

This settlement agreement wrongly set forth the settlement values suggesting that the client is
settling for over $413,000 when in fact the settlement is a mere $129,000.

The settlement foisted on this 19 year old accident victim tells her the settlement is worth
$1,594,91% when in fact, it is only worth $341,166 in present value - this settlement proposal
overstates the true value of the settlement by an astcunding 367.4 % !!!

The settlement proposal for Kimberly sets out the actual cost of the annuities being purchased.
With this information we can see that the yield she is receiving on the annuities purchased is a
miserly 3.452% for the monthly annuity and 4.252% for the one paying the lump sum whereas,
in 1993, United States Treasury Bonds were yielding ovar 7%.

Here again, due to lack of information, the attomey over-charged his client by taking a fee on the
entire future value of the settlement.

This comparison is so utterly misleading and incorrect as to need almost no commentary. First,
yields on U.S. Treasury securities at the time (7/°93) were over 7%. Thus, the annual payment
would have been closer to $46,800. Sccond, the tax code specifically allows one to fund a
structured settlement with U.S. Govt. securities - thus there would be no taxes due ! Third, A
U.S. Govt. bond is risk free whereas, an a commercial annuity has default risk (see First
Executive Life, Mutual Benefit Life, Confederation Life, etc.).

As a result of the death of her father, a structured settlement was used to provide for the care of
Bobbyjo Plank (12 years old at the time). It provides her monthly payments of $2,250. However,
they don’t start until 43 years latter !!! The true vaiue of this settlement discounted at a mere 5%
is less than $64,000. How, pray tell, was this structared settlement designed to care for her ???

ore examples available upon request.

' Over 20% of all structured settlements involve clients with no attorney representation !
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United Pacific Life Insurance Company Quote Date : 08/25/1992
One Penn Center © Quote Id :

Philadelphia, PA 19103
Structured Settlement Illustration

Benefit Cost Summary for DONALD CRAWFORD

Sex: Male = DOPB: 01/23/1942 - Purchase Date : 09/06/1992~
: U0O3E

Age: 51 Rated Age: 51 Rate Series :

Owner’s State : OH, 0.00% Tax Effective Date : 08/25/1992
Amount and Premium
Benefit Type and Duration Mode Incl 0.00% Tax
Certain 11/01/1992-10/01/2022 $125 M $19,758
wi Life (30 yrs 0 mos) . >

¥ $19,758
case Fee. LR B N I R N N I N N N $3°0
Total cost LR B N N I B N B I szo ' 058

P&

« This is an illustration only and is subject to approval by United Pacific
Life Insurance Company. Actual rates used will be those 1n effect on the
date premium is received. United Pacific Life Insurance Company will not

be bound by any improper quote.

Prepared by : Structured Benefits UPLO3

Exhibit 1
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Esw:cm C_Substandard O Yes  ¥ZNo O Yes X0 No O Yes A] No

40:000 Expecteg Original Documents Attached - :

! . O 7 177 (0 Annuity O Assignment (ifany) O RelmeiCounAQprovﬂ
|Tocay's Date Signed

L ! L

LCH678 Eo 789 wmrt-n O Ciams YELLOW-Ciaims Finance/Systems PINK~Clarm File
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2. Joint Annuitant (if any)

ATL

APPLICATION ::::gg :.}x INSURANCE COmPaNY
SINGLE PREMIUM :
IMMEDIATE ANN UITY T ———— .
Annuitant 4. Plan Applied for
P
STy 8. Mbernathy (gdescribe banefits to be paid and dates 10 commence.
29¢% Carter’s Gin Roal™ attach an aoditional sheet f more space is required |
{0} '
& Toney, AL “fs773
Caty anc Siate 2P Cooe $1,870.00 per month for 120 months
{(d) Dateof 8on 03 7 25 /59 [OFemale BMale guaranteed beginning on 3-2-2020.
e (5] Y

(@) Social Security No. 421-92-2512

(a)
Fist MicJle Last
(v) ,
No Sireer 5. O Check if acditicnal sheet is attached
(e 6. Beneficiary
City an¢ Siate 2IP Coce h
(a) Date of Sinth / / O Female [J Male The Estate °f P"J G. Abernathv
M 0 y First Last Rearonship
(e) Social Securty No - 7. Do you intend the replacemem or change of any of your
existng life insurance or annuity policies in connection
() Relatonship to Proposec Annurtant with this application for an annuity?
C ves No
.vnv. If Other Than Proposed Annuitant, is:
(a) Aetna Casualty & Surety Co. For k.ome Office Use Only
Fust Midgte Last
(®) P.O. Box 30109
No Street
(© Tampa, FL 33630
City and State 2iP Coce
(@) Owner is O ingividual ‘E(Corporation O Partnership

[ Trustee

Nc "c: Itis essential that an authentic record of annuitant's birth be submitted prior to the first annully payment: A
birth certlficate, If available; otherwise a certified copy of church or baptismal record, or certified copy of
family record, such as reference to annuitant in family Bibie.

| (We) represent that the statements and answers recorded on this application are full, complete and true, 1o the best of my
{our) knowiecge and belief, and shail form a part of the annuity contract issued hereon, and my (our) acceptance of such
annuity shall constitute my (our) ratification of any adgitions, corrections or changes made in the space provided “For Home
Ottice Use Only.” The owner of this annuity will be the applicant. Appiic ition is made with the knowledge and consent of the
proposed annuitant. | (We) agree that any annuity contract issi:ed upon ihis application shall be considered a contract of the
State in which this application is signed by the applicant and its terms shall be construed in accordance with the laws of that

State
Agent: To the best of your knowledge. coes the annuity
appolied for replace any other annuity or life insurance /
. T 3/9 %2
On (Nordh  Day)

red Benefits of Fl, Inc. 10-96-0668',‘ ' 22
Sia ki

Agency (
Tampa, FL 3/ /?j Exhibit 1 - it acpucant s carporanon or carinersnip. a corperaie othcer

Qatec a1 :Cav Siates Cn mohin  Cay) Jiher than grosesed annuilant musi sign anc state title.
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STARTING DACE FUR PAYMENT

IR 3020
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ATTORNLY'S COMPLETE NAME
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STRUCTURED

‘De—szb/

%; ITTM.

P "
Ac Orf/?g

X¢1—87

Date

Telephone No. (DI G (-S$28D

e Shaminoe _ABdulLa#

P e gt PR - 1B S0P 1118 aumBer and Smount 10 DS CHErged 1o sech clawmy !

Colim FILE NUMBER INSURED

POLICY NUMBER

e, - WyTE,

OF ACCIDENT "’
-S 'Zé— AN ITY PREMI W
: ‘t:f‘:. > or o:o as-
RIS ™

Y-28-2b|s (, S

.ﬁ'-."‘ L0848 2. -0 MI&%”I Kaa'rm 0".!.“-”2...;.. 7_;
93 R4 Abdollah| i 29FC

$

forms for multiple payees.)

CLAIMANT'S SETTLEMENT uncco Birth Certificate for each payee receiving a lile income or deferred payments based on age. Use additions/

PAYEE'S DATE OF BiATH
- —
ACCOUNT N Iz g pey-

—
PAYEE'S MALING ADDRESS rinciude 2ip code;

S HAMi A nbdullfu-i-

ment 10 @ DNk, DEVEE'S BCCOUNT Num.
ber s required)

ZiP CODE

ON OF SETTUEMENT-STAUCTURED PORTION ONLY /Zramoie $500 montaly for Iife. guarsnieed 240 months ..

STAATING DATE FOR PAaYMENT
(-l 798

‘\ 19

i) "f,[)Q_Q
% 4 D00

(.00, |

g S 000

<Ql

STRUCTURED ATTORNEY'S FEES

ATTORNEY'S COMPLETE NAME

ATTORNEY'S DATE OF BIRT™

; W

ATTORNEY'S MAILING ADORESS //nciue 2:p code)

%/%,

DESCRIPTION OF SETTLEMENT /Exampie 310.000 per vesr for 7 yeers. ).

STARTING DATE FOR PAYMENT

Exhibit 1
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PN RINRTITY
SAFECO PLAZA
@ SINGLE PREMIUM SEATTLE WASMINGTON 98185
m IMMEDIATE ANNUITY
1. Proposed Annuitant 4. Plan Applied for
a) Shamina Abdullah (describe benefits 10 be paid and dales 10 commence.
. Fom Wace Last atiach an additional sheet i/ more space is required )
o)
- - e 4,000 lump sum to be paid on 6/17/98
c } 4,000 lump sum to be paid on 6/17/9%
Sy 225 e &P e 4,000 lump sum to be paid on 6/17/00
(¢) Date of Birth 5“ / 107 / 9v° G Female O mae 5,000 lump sum to be paid on 6/17/01
(@) Social Security No..
2. Joint Annuitant (if any)
(a)
Fust Midole Last
(b)
No Suver 5. O Check if acditional sheet is attached.
~ City anc State b .
anc 1P Coce
The Estate of Sham :
(¢) Date of Birth / / O Femaie O Male = — Soe Sduiloh :
M c Y First Midgle Last Re'anonshig
() Social Securty No. 7. Do you intend the replacement or change of any of your
exisiing life insurance or annuily policies in connection
O vYes x4 No
3. Owner, if Other Than Proposed Annuitant, is:
) Aetna Casualty & Surety Company For Home Office Use Only
First 2 : Last 0
No. Sireet
(c) Tampa, Florida 33630
City and State 2IP Code
(d) Owner is O ingividual 8 Corporation O Partnership
O Trustee

Note: /tis essential that an authenlic record of annuitant's birth be submitted prior to the first annuity payment: A
birth certificate, if available; otherwise a certified copy of church or baptismal record, or certified copy of
family record, such as reference to annuilant in family Bible.

| (We, represent that the siatements and answers recorded on this appiication are full, complete and true, 1o the best of my
(our) knowledge and beliel, and shall form a part of the annuity contract issued hergon, ad my (our) acceptance of such
annutty shall constitute my (our) ratification of any additicns. corrections or chianges made in the space provided “For Home
Otfice Use Only.” The owner of this annuity will e the appiicant. Application is made with_the knowledge and consent of the
proposed annuitant. | (We) agree that any annuity contract issued upon this application shall be considered a contract of the
State in which this applicat.on is signed by the applicant and its terms sha'l be Construed in accordance with the laws of that
State.

Agent: To the best! of your knowledge, does the annuity
applied for replace any other annuity or life insurance

presently in force? O Yes g No _Tampa, Florida August 20 = 1087
Dated At (Cily. State) On (Monih Day)
X = X
Signature of Agent Signature of Applicant”
Str red Benefits of Florida, Inc. 10-96-0668 X
Agency St 4 Titie
T Florida August 20, 1987 * I applicant is corporation or partnership, 3 corporate olficer
Oatec At (Ciy. State) On. (Month - Day) other than proposed annuilant must sign and state litle.

B e e SR SR, Y

»J S‘“e s : . _ : i . a2,



&

ADDENDUNM

ANNUITANT - Christropher Ryan Grey
» Make check payable to Richard Grey, Guardian of Christropher Grey

:

Benefit Plan:

$10,000 lump sum guaranteed to be paid on 3/31/1996
$10,000 lump sum guaranteed to be paid on 3/31/1998
$350.00 per month for 60 months guaranteed beginning on 3/31/1998.
$10,000 lump sum guaranteed to be padid on 3/31/2000.
$10,000 lumz sum guaranteed to be paid on 3/31/2002.
$12,000 lump sum guaranteed to be paid on 3/31/2004.
$15,000 lump sum guaranteed to be paid on 3/31/200€.
$18,000 lump sum guaranteed to be paid on 3/31/2008.
$20,000 lump sum guaranteed to be paid on 3/31/2010.

$20,000 lump sum guaranteed tc be paid on 3/31/2013.

Exhibit 1



‘; STRUCTURED SETTLEMENT PAYMENT TRANSMITTAL ﬁ%’f[
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iExciude orivr 229 ae-

| CLAIM FILE NUMBER
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(Teddie Jean Cryczkowski)
Plan Applied For:

$1,000.00 Per month guaranteed for 480 mthn and 1ife thereafter beginning 6-1-8k,
$22,000 Luzp sum guaranteed to de paid on 6-1-89,

$50,000 Lump sum guaranteed to be paid on 6-1-94,

$74,000 Lump sum guaranteed to be paid on 6-1-99,

$119,000 Lump sum guaranteed to be paid on 6-1-200k,

$185,000 Lump sum guaranteed to be paid on 6-1-2009.

$255,000 Lump sum guaranteed to be paid on 6-1-201k,

$370,000 Lump sum guaranteed to be paid on 6-1-20190,

/4

ture /of Applicant
Ditector-Claim Department

Exhibit 1
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v
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CONTRACT DATA

‘ PAYMENT SCHEDULE ANNUITY AMOUNT
May 1, 1992 §15,000.00
May 1, 1995 y $22,000.00
May 1, 2000 $30,000.00
May 1, 2005 $50,000.00
May 1, 2010 $263,000.00

DEATH BENEFIT A~ DEATH OF OWNER
The greater of: (a) the Single Premium; or (p) 93% of the Single

Premium increased with interest at the rate of 17% per year,
. compounded each year, from the Contract Date to the Date of Deatn.

'......Q..'I.....'.'...C.."..'."."...'..l"l.."'I.Q'.'l'l.t'.I'!.t'.l.'..!."".l'l

- *
* CONTRACT NUMBEx K0286301 10/13/19138 CONTRACT DATE "
- -
* ANNUITANT Michael Grossman Male SEX .
- -
* COMMENCEMENT DATE 5/1/1992 18 [SSUE AGE .
* *
* PERIOD CERTAIN 19 Years Valuable SINGLE PREMIUM .
. Consideration .
- "®
* OWNER, OWNER'S DESIGNEE, As provided in the application o
* PAYEE & CONTINGENT PAYEE unless otherwise designated by '
. Endorsement or Rider. .
. -~
...'...'....'l'."l'..'.'."'.‘."...'..t..'...'."'".'l"."".l"'."'.'.Q"It".'..

3

‘-9c 19-1-WA

Exhibit 1
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and iuymp sum Attorney
Fees:
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POI.IﬁV !F FECTIVE
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’
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.

forms for muitiple payees.

CLAIMANT'S SETTLEMENT (Arrach Birth Certificate for m payes receiving a life incame or deferred peyments based on age. Use additiormi

L GRISSAH A

PAYEE"

PAYEE S WMAILING ADORESS (/nciude 2:p code)

S DATE OF BpTw
=3
7/ (<
ACCO! {11 sending pay- ‘
nnlmob-u Deyee’'s sccount
ber is reqQuiredj '

2i® CODE

s O,

oo

e S

EMENT-STRUCTURED PORTION ONLY (Example SS00 monthiy ‘or life. gusranteed 240 monihs..

STARTING Dyvar.v

2] £s

S /o5

30080 LS

A foo

s/am LS

.5"//05"

Fa

R 3 o020

sZteo

STRUCTURED ATTORNEY'S FEES

ATTORNEY'S COMPLETE NAME

ATTORNEY'S DATE OF BIATH

ATTORNEY'S MAILING ADDRESS r/nciude 2/0 code)

DESCRIPTION OF SETTLEMENT /Example  $10.000 per year for 7 years.

STARTING DATE FOR PAYMENT

Exhibit 1
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'

SPECIFICATIONS
Annuitant:  Bruce Grosvenor Contract No. W8 12774 - 2
(Measured Life) : :
Date of Issue: June 1, 1982 First Payment Date: June 1, 2002

Owner: The Etns Casualty And Surety Co.

Stated Annuity Payment Option: Pay in one lu p sum the amount of $75,236.00 on
June 1, 2002

Amount of Annuity Payment: $75,236.00 This Amount of Annuity
Payn -ntis the paid-up annuity due on the above First Payment Date.
ERE ARE NO CASH SURRENDER BENEFITS.
THERE ARE NO DEATH BENEFITS PRIOR TO THE FIRST PAYMENT DATE.
Guaranteed Number of Payments (if any): 1
Guaranteed Interest Rate (Prior to First Payment Date):  10.61%
Frequency of Payment (if other than monthly): One lump sum payment
Amount of Single Premium: $9,999.92

Deduction From Premium — The amount of the Premium applied will be the Pre-
mium received minus a deduction for premium taxes, if any.

This Contract is a legal contract between the Owner and £tna.

READ THIS CONTRACT CAREFULLY. This Contract sets forth, in detail, all of the
rights and obligations of both you and &£tna. IT IS THEREFORE IMPORTANT THAT
YOU READ THIS CONTRACT CAREFULLY.

[SS-FDA-HO Exhibit 1

¢\



SPECIFICATIONS

Annuitant: Michael Phillip Groy Contract No. WS 11018
(Measured Life)
Date of Issue: June 17, 1981 First Payment Date: June 17, 1996

Owner:  The £tna Casualty and Surety Co.

Stated Annuit’yP yment Option: Pay in one lump sum the amount of $25,000.00
on June 17, 998.

Amount of Annuity Payment: $25,000.00 This Amount of Annuity
Payment is the paid-up annuity due on the above First Payment Date.
. "HERE ARE NO CASH SURRENDER BENEFITS.
THERE ARE NO DEATH BENEFITS PRIOR TO THE FIRST PAYMENT DATE.
Guaranteed Number of Payments (ifany): 1
Guaranteed Interest Rate (Prior to First Payment Date): 11.03%
Frequency of Payment (if other than monthly): one lump sum payment
Amount of Single Premium:  $5,200.63

Deduction From Premium — The amount of the Premium applied will be the Pre-
mium received minus a deduction for premiun. taxes. if any.

This Contract is a legal contract between the Owner and Ztna.

READ THIS CONTRACT CAREFULLY. This Contract sets forth, in detail, all of the
rights and obligations of both you and Ztna. IT IS THEREFORE IMPORTANT THAT
YOU READ THIS CONTRACT CAREFULLY.

ISS-FDA-HO 2
Exhibit 1



SPECIFICATIONS

Annuitant: Michsel Phillip Grey Contract No. WS 11018
(Measured Life)
Date of Issue:  June 17, 1981 First Payment Date: June 17, 1991

Owner: The £tna Casualty and Surety Co.

Stated Annuity Payment Option: Pay in one lump sum the amount of $15,000.00
on June 17, 1991.

Amount of Annuity Payment: $15,000.00 This Amount of Annuity
Payment is the paid-up annuity due on the above First Payment Date.

"HERE ARE NO CASH SURRENDER BENEFITS.

"HERE ARE NO DEATH BENEFITS PRIOR TO THE F'RST PAYMENT DATE.
Guaranteed Number of Payments (ifany): 1

Guaranteed Interest Rate (Prior to First Payment Date): 12.10%

Frequency of Payment (if other than monthly). one lunp sum payment

Amount of Single Premium: $4,785.47

Deduction From Premium — The amount of the Premium applied will be the Pre-
mium received minus a deduction for premium taxes, if any.

This Contract is a legal contract between the Owner and £tna.

READ THIS CONTRACT CAREFULLY. This Contract sets forth, in detail, all of the
rights and obligations of both you and Ztna. IT [S THEREFORE IMPORTANT THAT
YOU READ THIS CONTRACT CAREFULLY.

I[SS-FDA-HO 2
Exhibit 1



Amount of Setdlement; Cash t2ceived
Present value of Sscuctured Settlement as $550.00
pec month for 15 years

Less Attorney’s fees,
Less Structured setulement to be paid to client

in future
CASH AVAILABLE

LESS. COSTS. ADVANCED, '
Photos ¢ Film $ 9.88

infoCopy 45.10
Spacrow Investigations 798.55
Spaccov Investigations 200.00
Clerk of the Circult Courh 200,00
Broward Sheriff's Office 13,00
Sheciff of Dade County 26.00
InfoCopy 14,52
Dr. Marc Hammerman (conference) 100.00
Clecx of the Ciccuit Cours 2.00
Broward Process Servers 25.00
Browacrd Medical Examiner 8.00
John Camino 8.00
Internal Revenue Service 12.7%
Verbatim Reporsing Service 135.00
Clerk of the Circult Court 1.00
Srovacrd Process Servers 20.00
Hill & Neale 44.00
Lauderdale Reporting Service 175.50
Or. Marc Hammerman (conference) 200.00
Oc. Marc Hammecrman (cecords) 107.00
Cr. Michael Margacetten 65.00
Davie Pclice Dept., Records 28.50
Guy E. von Wiegand 50,00
Casn (Conf, with Ofc. Kisc) 50.00
8coward Process Secrvers 47.00
Clerk o! the Circuln Cours 4.00
MRC-Humana Hospital Bennett 6§.00
MRC-Humana Hospital Bennett 6.00
Rush Messenger Secrvice 19.75
Affocrdadle Copy Secvice i2%.21
Dr. Michael Macgaresten 300,00
Cleck of the Circuit Court 1.00
Broward Process Secvers 20.00
Dr. wWilliam Fogarty 8.00
Southeastern Univecsisy 200,00
Dc. Marc Hammerman $100.00
Bioward Process Secvers 25.00
Cleckx of the Circuis Cours 1.00
Cfficer Holden - Davie Police Depst. 10.00
Cuy E. Von wWiegand 60.00
Laudecdale Reporting Secvice 150,75
Memorial Hospital 67,.00¢
Bacrnest, Hill, Barnacd & Neale §3.
Mechanical Consulting & Services 373,
Mediasion, Inc. 299,

Lauderdale Reporting Secrvice 90,
Miscellaneous Costs:

including long distance

telephone, POstage, photo-

COp7ing. etc., to 1-22-93 362,

—-—————

Exhibit 2
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Settlement Proposal for CHRISTY
DATE OF BIRTH: 01-13-1976
Funding Date: 10-14-1994

[tem

$500.00 monthly beginning
11-14-1994 through 10-14-1999.

60 Payments guaranteed.

Lump sum: $5,000.00 on 01-13-00
Lump sum: $10,000.00 on 01-13-02
Lump sum: $10,000.00 on 01-13-07
Lump sum: $15,000.00 on 09-11-09
$8000.00 annual!y beginning
09-11-2011 through 09-11-2014

4 payments guaranteed.

Lump sum: $25,000.00 on 01-13-17

Up Front Cash:

————

Totals:

Prepared 10-06-1994, 12:19 p.m.

Guaranteed

crens mm. rmm .. ————

$ 30,000.00
$ 5,000.00
$ 10,000.00
$ 10,000.00

$ 15,000.00

$ 32,200.00
$ 25,000.00

$ ¢5,000.00

B

$222.000.00

Exhibit 3
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Nominal Annual Rate ... 8569 %
Effective Annual Rate 10000 %
Periodic Rate ................. 0.7974 % .
Daily Rate ...........c.ccocune.. 0.02622 %
CASH FLOW DATA
Event Start Date Amount Number Period End Date

1 Loan 10/14/1994 140,308 23 1

2 Payment 11/14/19%4 95,000.00 1

3 Payment 11/14/1994 500.00 60 Monthly 10/14/1999

4 Payment 01/13/2000 5,700.00 1

5 Payment 01/13/2002 10,000.00 1

6 Payment 01/13/2007 10,000.00 1

7 Payment 01/13/2009 10,000.00 1

8 Payment 09/11/2011 8,000.00 4 Annual 09/11/2014

9 Payment 01/13/2017 25,000.00 1
AM( RTIZATION SCHEDULE - Normal Amortization

‘ Date Payment Interest Principal Balance

1994 Totals 96,000.00 1,48507 94, 514.93 45,793.30
1995 Totals 6,000.00 4,309.06 1,690.94 44,102.36
1996 Totals 6,000.00 4,139.98 1,860.02 4224234
1997 Totals 6.000.00 3,953.97 2,046.03 40,196.31
1998 Totals 6,000.00 3,749.37 2,250.63 37,945.68
1999 Totals 5,000.00 2,953.47 2,046.53 35,899.15
2000 Totals 5,000.00 861.68 4,138.32 31,760.83
2002 Totals 10,000.00 6,669.78 3,330.22 28,430.61
2007 Totals 10,000.00 17,357.18 7,357.18- 35,787.79
2009 Totals 10,000.00 7,515.44 2,484.56 33,303.23
2011 Totals 8.000.00 9,621.43 1,621.43- 34,924.66

2 Totals 8,000.00 3,49247 4,507.53 30,417.13
2013 Totals 8.000.00 3,041.71 4,958.29 25,453.84

Exhibit 3



Rt
T Ll ey

red for: ROSE la?ucctad ! BRUCE
4l number: 20~2333-323 Office na:Z: .
sSal number: 03 Lecation Code: 117
' Date prepared: 03-21-8

PROPOSAL NoT VALID AFTER 04-30~95

Schedule of Annuity Payments Total
Payments

Segment 1

240 PAYMENTS OF $630.89 PAYABLE $151,413.60

MONTHLY WITH THE FIRST PAYMENT ON

JANUARY 1, 1996, AND THE FINAL
PAYMENT ON DEC‘EEG!R~ 1, 201s.

Annuity Total

Previous Amount Pzid $110,000.00
Grand Total $261,413.60

. " Exhibit 4
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Present Valuve Calculation for: Rose
Period ........ . Monthly
Nominal Annual Rate ... 9569 %
Effective Annual Rate ..: 10000 %
PeriodicRate .................. 07974 % .
L — . 0.02622 %
CASH FLOW DATA
Event Start Date Amount Number Period End Date
1 Loan 03/21/1895 63,028.27 1
2 Payment 01/01/1996 630.89 240 Monthly 12/01/2015

AMORTIZATION SCHEDULE - Normal Amortization

Date Payment Interest Principal Balance

1995 Totals 0.00 0.00 0.00 63,028.27
1996 Totals 7.570.68 10,723.13 3,152.45- 66,180.72

7 Totals 7,570.68 6,277.06 1,293.62 64,887.10
ie Totals 7.570.68 6,147.68 1,423.00 £3,464.10
19¢ - Totals 7,570.68 6,005.39 1,565.29 61,898.81
2000 Totals 7,570.68 5,848.87 1,721.81 60,177.00
2001 Totals 7,570.68 5,676.69 1,893.99 58,283.01
2002 Totais 7,570.68 5,487.29 2,083.39 56,199.62
2003 Totals 7,570.68 5,278.95 2,291.73 §3,907.89
2004 Totals 7,570.68 5,049.78 2,520.90 51,386.99
2005 Totals 7,570.68 4,797.69 2,772.99 48,614.00
2006 Totais 7,570.68 4,520.38 3,050.30 45,563.70
2007 Totals 7.570.68 4,215.34 3,355.34 42,208.36
2008 Totals 7,570.68 3,879.83 3,690.85 38,517.51
Totais 7,570.68 3,510.72 4,059.96 34,457.55
g: Totals 7,570.68 3,104.74 4,465.94 29,991.61

Exhibit 4
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. SYTTLRENT MSUTTY My ¢ 1993

PASOGE TLUSOUIIONS Mg dof 4
FOR MR, @ MRS, CIEEDNG
CESCPIPTION OF BRETTS YIELD* GCUARANITE+
ILLUSTRATION 10. 3 !
Up fooet tonlio " §152,000 $152,000
Jolnt Life Nwwity with 20 years
Pepamnts gmrantend in the event of the
ombae desth of both aprmitants, - .
w $2,300 pax womth level u:g-
vie a;'::u inooew cortinuing te )
the smavivor $976 w00 $528, 000
Lap S Puyments for MR. & MRS, Clony>S
x 10,000 an 07/25/98 $10,000 . 810,000

20,000 en ©V/1/00 $30, OO0 $20,000
§ 40,000 on 07/15/08 §40,000 $¢0, 000
§ 90,000 e 04/35/1) 80, %00 589,000

“5150,000 §5150,000

TOTAL STTITURONT PACKAGE $1.378,800 $830, 000

. thuu'.-mhn-mub-pyuwp 60 years.
¢* Partion of the anmuity guarentaa! in s event of prevature death.

THE
COMPANY
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Exhibit §

Q:wmd Period ........
inal Annual Rate 89569 %
Effective Annual Rate 10.000 %
PeriodicRate ................... 0.7974 %
Daily Rate ............ccco...... 0.02622 %
CASH FLOW DATA
Event Start Date Amount Number Period End Date
1 Loan 05/04/1993 416,553.66 1
2 Payment 05/04/1993 152,000.00 1
3 Payment 08/25/1993 2,200.00 60 Monthly 07/25/1998
4 Payment 07/25/1998 10,000.00 1
5 Payment 08/25/1998 2,200.00 60 Monthly 07/25/2003
6 Payment 07/25/2003 20,000.00 1
7 Payment 08/25/2003 2,2"0.00 60 Monthly (7/25/2008
8 Payment 07/25/2008 40,000.00 1
9 Payment 08/25/2008 2,200.00 60 Monthly 07/25/2013
10 Payment 07/25/2013 80,000.00 1
ORTIZATION SCHEDULE - Normal Amortization
Date Payment Interest Principal Balance
1993 Totals 163,000.00 16,488.04 146,511.96 270,041.70
1994 Totals 26,400.00 25,814.97 585.03 269,456.67
1995 Totals 26,400.00 25,756.49 643.51 268,813.16
1996 Totals 26,400.00 25,692.13 707.87 268,105.29
1997 Totals 26,400.00 25,621.36 778.64 267,326.65
1998 Totals 36,400.0C 25,138.37 11,261.63 256,065.02
1999 Totals 26,400.00 24,417.33 1,982.67 254,082.35
2000 Totals 26,400.00 24,219.04 2,180.96 251,901.39
2001 Totals 26,400.00 24,000.95 2,399.05 249,502.34
2002 Totals 26,400.00 23,761.05 2,638.95 246,863.39
q Totals 46,400.00 22,686.93 23,713.07 223,150.32
Totals 26,400.00 21,125.86 5,274 14 217,876.18
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I EBSEUNRELTGE STE D § ST TR, T

T W rmenar

¢) Payment of unpaid medizal bili

e) Net to plaintiff in the sum of

shall be deposit with Bayview Federal Savings r

Loan Association, 3560 Homestead Road, Santa Clera,

California, in the highest interest-bearing. insured
Savings instrument. No withdrawals without Order of*
Court. uollovers and recinvestments may be made witih-

Out Order of Court provided no withdravals are made.

$ 1.760.
$ 13,409.

MO1 : than one instrumens may bz ogpened. Uoon Teazhing

Majority on November 23, '9%), the minor plaintifs

May withdraw all funds 2 deposit withous £

-

Order ¢f Court.

TOTAL CASH SETTLEMENT

2) In addition to the immediata payment of

$37,893.00, tha defeondants will make the focllowing

Payments tc plainsiff:

) Boginning at age 18, 2avment
$3,800/ymazr 4L 37C0/month for 5 yezrs.

L}  Beginning at age 23, naynens
S16.800/year at $1,400/menth for * years:

€) Ba2ginning at acc 28, payment
%30,C00/vear at 52,5G00/monch fo:- 3 years:

d) At age 35 o lump sum payment

TOTAL CASH AND EXTCUNDED BENEFITS

urshers

e

of

$ 37,89).

S 42.0¢C0.

§ 81,000.

s1s2.,000.

$100,000.

09

0%

co

“©
L €4

<
“

07

§413,893.

e} The abnve amounts are guaranteed and should

minor plainziff die the srocesds would go tO nher estate.

Exhibit 6
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inal Annual Rate ... 9569 %
Effective Annual Rate .. 10000 %
Periodic Rate .................. 0.7974 % '
Daily Rate ..........cccconnnn 0.02622 %
CASH FLOW DATA
Event Start Date Amount Number Period End Date
1 Loan 05/01/1986 129,178 56 1
2 Payment 05/01/1986 37,823.00 1
3 Payment 11/28/1990 700.00 60 Monthly 10/28/1995
4 Payment 11/28/1995 1,700.00 60 Monthly 10/28/2000
5 Payment 11/28/2000 2,500.00 60 Monthly 10/28/2005
6 Payment 11/28/2007 100,000.00 1

AMORTIZATION SCHEDULE - Normal Amortization

Date Payment Interest Principal Balance

19¢- Totals 37,893.00 0.00 37,893.00 91,285.56
‘0 Totals 1,400.00 51,001.31 49.601.31- 140,886.87
1991 Totals 8,400.00 13,710.31 5,310.31- 146,197.18
1992 Totals 8,400.00 14,241.34 5,841.34- 152,038.52
1993 Totals 8,400.00 14,825.48 6,425.48- 158,464.00
1994 Totals 8,400.00 15,468.04 7,068.04- 165,532.04
1995 Totals 9,800.00 16,169.27 6,369.27- 171,901.31
1996 Totals 16,800.00 16,433.39 366.61 171,534.70
1997 Totais 16,800.00 16,396.72 403.28 171,131.42
1998 Totals 16,800.00 16,356.38 443.62 170,687.80
1999 Totais 16,800.00 16,312.04 487.96 170,199.84
2000 Totals 19,000.00 16,254 .48 2,745.52 167,454.32

1 Totals 30,000.00 15,394.11 14,605 .89 152,848 .43
QZ Totals 30,000.00 13,933.51 16,066.49 136,781.94

Exhibit 6



HUVER & ASSOCIATES. INC.
Proposed Structured Settiement
December 28, 1990

Claimant: Age: 19
Life Expectancy: 64

Proposed Purchase Date: 01/15/1991 Birth Date: 08/04/1971

GUARANTEED

TOTAL PAYMENTS
FRONT MONEY $184,918.00
Payments of $500 monthly,
for a period cartain of 2
years, 6 months starting
02/15/1991 through
07/15/1993 $15.000.00
Payment on 08/01/1991 $10,000.00
Payment on 08/01/1992 $10,000.00
Pavment on 08/01/1993 $25,000.00
Pavment on 02/15/1997 $25,000.00
Pavment on 02/15/1999 $25,000.00
Pavment on 02/15/2002 $25.000.00
Pavment on 02/15/2004 $25,000.00
Pavment on 02/15/2007 $50,000.0C
Pavment on 02/15/2009 $50,000.00
Payment on 02/15/2012 $50.000.00
Pavment on 02/15/2017 £100,000.00
Payment on 02/15/2022 $250,000.00
Payment on 02/15/2027 $250,000.00
Pavment on 02/15/2032 $250.000.00
Pavment on 02/15/2037 $250,000.00

$1.594,918.00

NOTE: Rates shown are guaranteed for 10 days
from the date of this proposal

Exhibit 7
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Present Value Calculation for: Huver & Associates Proposal

Exhibit 7

inal Annual Rate ....: 9569 %
Effective Annual Rate ...: 10000 %
Periodic Rate .................. 0.7974 %
T T — 0.02622 %
CASH FLOW DATA
Event Start Date Amount Number Period End Date
1 Loan 01/15/1991 341,166.56 1
2 Payment 01/15/1991 184,918.00 1
3 Payment 02/15/1991 500.00 6 Monthly 07/15/71991
4 Payment 08/01/1991 10,000.00 1
5 Payment 08/15/1991 507.00 12 Monthly 07/15/1992
6 Payment 08/01/1892 10,000.00 1
7 Payment 08/15/1992 500.00 12 Monthly 07/15/1993
8 Payment 08/01/1993 25,000.00 1
9 Payment 02/15/1997 25,000.00 1
10 Payment 02/15/1999 25,000.00 1
11 Payment 02/15/2002 25,000.00 1
12 " ayment 02/15/2004 25,000.00 1
3 ~ayment 02/15/2007 50,000.00 1
4 Payment 02/15/2009 50,000.00 1
15 Payment 02/15/2012 50,000.00 1
16 Payment 02/15/2017 100,000.00 1
17 Payment 02/15/2022 250,000.00 1
18 Payment 02/15/2027 250,000.00 1
19 Payment 02/15/2032 250,000.00 1
20 Payment 02/15/2037 250,000.00 1
AMORTIZATION SCHEDULE - Normal Amortization
Date Payment interest Principal Balance
1991 Totals 200,418.00 13,707.96 186,710.04 154,456.52
1992 Totals 16,000.00 14,842.60 1,157.40 153,299.12
1993 Totals 28,500.00 9,385.91 19,114.09 134,185.03
1997 Tctals 25,000.00 53,820.04 28,820.04- 163,005.07
1999 Totals 25,000.00 34,231.07 e,231.07- 172,236.14
Qj Totals 25,000.0C 57,010.17 32,010.17- 204,246.31
Totals 25,000.00 42,891.73 17,891.73- 222,138.04



Progeaa RMH - 303

SETTLEMENT PROPOSAL
for
Klaber I
DOB: J13/1976
Clala No.

GUAAANTZ220
3EZNERLIT COST gAYOUT
BAYASLE TQ XIMBERLY
$50,000 pald at time of settlazent $ 50,000 $ 50,000
31,523 pald moathly, guacantesd $ 3, 3 436,900
for 2§ yeacs cectaln & LIFZ,
begianlag 1 menth from purchase
of aanuity
$30,000 pald f{a § yeacs $ 40,600 3 590,000
AITQRNEY TRZ3
$209,157 said a2 tixa of sehtlemenl s 203,187 $ 209,187
TOTALS Lo v 50 A LR ELS
Tonal satilecen Cost: $527,500

Less 1/) for attocney fae8 *.209,187
$413,313
ress cash %3 Xlzberly 59,000
$163,33)

Anully coss

g3/L1190

2473720
__PAY0OT

$ 50,900
$1,304,332

s $0,000

§ 093,167

SORTE, 05

$3TTLZMENT $2RAVICIS INC,

2zapated by

300/397-543%
§1¢/961-3799
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Kimberly Monthly Annuity
The Real Value of the Guaranteed Payout of the Annuity

.omm-apnﬁod et Monthly

Nominal Annual Rate . .: 3399 %
Effective Annual Rate .. . 3452 %
PeqiodicRate .............. . 02832 % :
DaiyRate ................. 000931 %
CASH FLOW DATA :
Event Start Date Amecunt Number Period End Date
1 Loan 08/17/1993 327,733.00 1
2 Payment 03/17/1993 1,623.00 300 Monthly 08/17/2018

AMORTIZATION SCHEDULE - Normal Amortization

Date Payment Interest Principal __Balance

1993 Totais 6,492.00 3,701.33 2,790.67 324,942.33
1994 Totals 19,476.00 10,912.01 8,563.99 316,378.34
1995 Totals 19,476.00 10,616.35 8,859.65 307,518.69
‘96 Totais 19,476.00 10,310.47 9,165.53 298,353.16
1997 Totals 19,476.00 9,994.05 9,481.595 288,871.21
1998 Totals 19,476.00 9,666.69 9,80¢.31 279,061.90
1999 Totals 19,476.00 9,328.04 10,147.96 268,913.94
2000 Totals 19,476.00 8,977.70 10,498.30 258,415.64
2001 Totals 19,476.00 8,615.26 10,860.74 247,554.90
2002 Totals 19,476.00 8,240.2° 11,235.71 236,319.19
2003 Totals 19,476.00 7,852.38 11,623.62 224,695.57
2004 Totais 19,476.00 7,451.08 12,024.92 212,670.65
2005 Totals 19,476.00 7.035.95 12,440.05 200,230.60
2006 Totals 19,476.00 6,606.46 12,869.54 187,361.06
007 Totals 19,476.00 6,162.14 13,313.86 174,047.20
‘008 Totals 13,476.00 5,702.51 13,773.49 160,273.71

Exhibit 8
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Kimberly $50,000 Lump Sum Annuity Payment
The Real Value of the Guaranteed Payout of the Annuity

i Annual Rate ... : 4172 %
Effective Annual Rate .. : 4253 %
Periodic RatS .............. L 0.3477 % ,
Daily Rate ................. 001143 %
CASH FLOW DATA |
Event Start Date Amount Number Period End Date
1 Loan 08/17/1993 40,600.00 1
2 Payment 08/17/1998 50,070.00 1

AMORTIZATION SCHEDULE - Normal Amortization

Date Payment Interest Principal Balance
1993 Totals 0.00 0.00 0.00 40,600.00
1998 otals 50,000.00 9,400.00 40,600.00 ~ 0.00
Grand Totals 50,000.00 9,400.00 40,600.00 0.00

Exhibit 8
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SETTLEMENT STATEMENT

DEBRA . ¥s o CONCRETE

TOTAL SETTLEMENT:
(*110,000.00 cash; balance in payments as

specified in settlement agreement and release)

LESS ATTORNEY'S FEES (1/3)

NET TO CLIENT BEFORE PAYMENTS
(present cash; balance in d ferred payments)

EXPENSES PAID BY CHENEY & CHENEY:

(a)
{(b)
(c)
(d)
(e)
(£)
(g)
(h)
(i)
(3}
(k)
(1)
(m)
(n)
(o)

Gottschalk Engineering

J. Waters Investigations

Ann Rewis, Court Reporter

Legal Research Associates
wendell Smith

Zorn Aerial Photo

Kent, Vadnais & Wood

Betty D. Smith, Court Reporter
Brown Reporting

Coastal Pepcrting

Massey Logging

G:llis & Phillips Investigations
professional Reporters

The Tattnall Bank, car paymants
out of pocket expenses

{medical reports, filing fees, postage,
copies, long distance, etc.)

TOTAL

TOTAL PAYMENTS BY OR ON BEFALF OF CLIENT:

(a)
(b)
(c)
(d)
(e)
(£)

Dr. Snowdy

Neurological Institute of Savannah
The Tattnall Bank (payoff)

Collins Mobile Homes (down payment)
Hugh S. Geiger, M.D.

¥ - ~ expenses (this represents

$200,000.00*

66,666.66

$43,333.34

$10,379.34
275.00
$71.00

147.55 -

308.00
150.00
168.00
1,413.10
309.40
107.65
200.00
1,220.20
252.00
400.00

$18,445.47

605.00
380.00
18,457.02
§,000.00
1,675.00

SS,350.15 in expenses that are being written

off by 5

TOTAL PAYMENTS

NET TO CLIENT:

-Debra Settlement Statement-

-Page 1 of 2 Pages-

Exhibit 9

13,116,.32
$39,233.34

$ 4,100.00
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‘II' ANNUITY vs. LUNP SUM INVESTMENT

Date: 7/30/9)

Investment: $650,000

rTaxable Rate: S.78% for 10 years in s U.S. TREASURY BOND
Non-Taxable Rate: $5.05% for 10 years in a AAA MUNICIPAL BOND
Pederal Tax Bracket: 28% e

. N ——
* —————
U.S. AAA
TREASURY MUNICIPAL SETTLEMENT
BOND BOND ANNUITY
Annual Payment: 37,570 32,825 36,438
Investment Term: _x 10 yxa X 10 vra x.10°yxa
Investment Yield: 175,700 128,250 164,380
‘ Federal Tax Bracket: 2B x 0% x 0%
Pederal Tax Dua: 105,196 0 0
After Tax Proceeds: 270,50% 328,250 364,380
Net Investment Yield: 270,504 328,850 364,380
Ret of Principal: o _650.00C
eturn P §50.00 £30.000
Total Proceeds: 920,504 $78,250 1,014,380
Return Comparison
to Annuity: -10.2% -3.69%

Please note that the U.S. Treasury Bond and AAA Municipal 3ond procaeds
do not take into account any Management Fees.

Exhibit 10




. Annuitant BOBBYJO LYNN PLANK

Contract Number AAS585799 g
Contract Dace JUNE 13, 1989
Premium $1.00 and other

valuable consideration

Date of Birch OCTOBER 18, 1977

Sex FEMALE

Schedule of Benefits

Amount Due Dates

$2.250.00 On OCTOBER 18, 2032 and on the
18th day of each folilowing wmonth
as long as the annuitant is alive.
In no event shall there be fewer

than 240 payments.

$2.500.00 OCTOZER 18, 1995
$5.000.0 OCTOBER 18, 1998
$10,000.00 " OCTOBER 18, 2002
$25,000.00 OCTOBER 18, 2012
$35.000.00 OCTOBER 18, 2022

Exhibit 11
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Exhibit 11

Bobbyjo Lynn Plank
t::rvw ........ : Monthly
inal Annual Rate ....: 5000 %
Eective AnnualRate .. : 5116 %
Periodic Rate ................... 04167 % L
Daily RALE ..........cccovmmmnneee 0.01370 %
CASH FLOW DATA
Event Start Date Amount Number Period End Date
1 Loan 06/13/1989 63,892.64 1
2 Payment 10/18/1995 2,500.00 1
3 Payment 10/18/1998 5 000.00 1
4 Payment 10/18/2002 10,000.00 1
5 Payment 10/18/2012 25,000.00 1
6 Payment 10/18/2022 35,000.00 1
7 Payment 10/18/2032 2,250.00 240 Monthly 09/18/2052
AMORTIZATION SCHEDULE - Normal Amortization
___ _Date Payment Interest Principal Balance
tz Totals 0.00 0.00 0.00 63,892.64
Totals 2,500.00 23,805.23 21,305.23- 85,197.87
1998 Totals 5,000.00 13,757.09 8,757.09- 93,954.96
2002 Totals 10,000.00 20,754.21 10,754.21- 104,709.17
2012 Totals 25,000.00 67,747.83 42,747 .83- 147,457.00
2022 Totals 35,000.00 95,406.08 60,406.08- 207,863.08
2032 Totals 6,750.00 137,320.10 130,570.10- 338,432.18
2033 Totals 27,000.00 16,687.44 10,312.56 328,120.62
2034 Totals 27.,000.00 16,159.86 10,840.14 317,280.48
2035 Totals 27,000.00 15,605.24 11,394.76 305,885.72
2036 Totals 27,000.00 15,022.26 11,977.74 293,907.98
2037 Totals 27,000.00 14,409.46 12,590.54 281,317.44
.38 Totals 27.,000.00 13,765.32 13,234.68 268,082.76
2039 Totals 27,000.00 13,088.20 13,911.80 254,170.96




What are Structured Settlements Really About ?7?

On August 12, 1998, ahemngwuheldmdueCuquomforMomsomeryCmmy

Maryland in the matter of Stos

son, Civil No. 176131. In this

hearing, Counsel for State Farm lnsurana eomponydxscusscd : reasons for pursuing structured
settlements in personal injury case. Following is an excerpt from the transcript on this hearing:

THE COURT:

COUNSEL FOR STATE FARM:

THE COURT:

COUNSEL FOR STATE FARM:

THE COURT:

COUNSEL FOR STATE FARM:

THE COURT:

COUNSEL FOR STATE FARM:

THE COURT:

COUNSEL FOR STATE FAR::

THE COURT:

COUNSEL FOR STATE FARM:

Why is it, by the way, that traditionally these [structured
settlement annuity coniracts] are non-assignable?

There are a lot of reason. One is to protect the victim
usually of personal injury. The whole reason for setting up
these -

Protect them rom what”

The whole reason for setting up these structured payments
is so that they do not get a lump sum; they do not get
$300,000 up front. These people-

No it is not. The reason for setting up these structured
payments are so that the insurance companies can settle
out cheaper.

That is onc reason.

All right, come on—

I am not going to deny that.

They are not looking out for a plaintiff in a personal injury
case. Please.

That is one reason that Your Honor has said. It is more
cost effective for the insurance company—

That is the reason. That is the reason.

Okay.

Vote No on HR 4314
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SUMMARY

Class action suit encaptioned:

Lisa M. McComber, on behalf of herself and all others

similarly situated v. Travelers Property Casualty Corp., et al.
Docket Number 398CV01060 (WWE)

The named plaintiff, a resident of Connecticut, entered into a structured settlement on
March 20, 1998 with Travelers Property Casualty Corp providing for a 30 year annuity funded by
Travelers Life Insurance Company. The plaintiff has made several allegations on behalf of
herself and all persons who entered into structured settlements with Travelers Property Casualty
Corp (“TPC™) and its predecessors from 1982 to the present. This class action suit alleges that:

TPC engaged in (a) the illegal solicitation and sale of life insurance without a license and (b) an
illegal rebating/kickback scheme between its wholly owned subsidiary Salomon Smitii Barney
Holdings, Inc. (and its subsidiary SBHU Life Agency of Ohio, Inc.) and the following insurance
brokers: Ringler Associates, Inc., Wells and Associates, Travelers Life and Annuity Compary
and others not yet identified.

"PC provided its more than 5,000 claims adjusters with encouragement, training, key
jocumentation, “specialized” software and other resources to help them facilitate the conversion
of claims into annuitized structured settlements. The claims adjusters used the resources,
expertise and guidance to sell life insurance without 2 license.

TPC directed its annuity business to designated brokers to which TPC enjoyed either an
affiliation or a secret and illegal relationship, and these brokers retated/kickbacked 50% of th=ir
commissions to TPC in exchange for (a) the business and (b) continued business from TPC and
its affiliates.

The kickbacks resulted in TPC receiving millions in illegal commissions and the claimants
receiving less than they should have.

TPC and its affiliates engaged in a systematic coverup of the wrongdoing both internally and in
connection with various mergers and acquisitions involving TPC and its affiliates.

This suit was filed on June 5, 1998 in the United States District Court, District of Connecticut
and is presently pending.

A second suit, alleging similar claims against the same and additional defendants, has been filed
by a different plaintiff also in the United States District Court, District of Connecticut.

Additional information can be obtained by contacting Ralph M. Stone, Esq. at Shalov, Stone &
Bonner at (212) 268-2727.



The Insurers’ Professed Concern About “Adverse Tax Consequences™ Is a Pretext.

In Reality, The Insurers Just Don’t Want People to Know That SettlementPayments Over
Time are Worth a Lot Less Than Advertised.

The msurers have suggested that the purchase of structured settlement payments might result
in the loss of certain tax benefits under Internal Revenue Code section 130 to the party making
payments (o the claimant (the “structured settlement company”). In fact, there should be no adverse
tax consequences to a structured settlement company. The “tax” issue is a pretext.

The real issue here is that the insurers just don’t want people to know that the settiement
payments they make over time are worth a lot less than they advertised them to be.
Section 130 of the Internal Revenue Code requires that structured settlement payments not be
“accelerated, deferred, increased, or decreased™ by the recipient, language commonly mirrored in the
settlement agreements themselves. That language does not prohibit the recipient from selling
structured settlement payments, nor does it prohibit using the right to receive such payments as
collateral for a loan.

Ir the sixteen years that section 130 has been in existence, the Internal Revenue Service has
never ruled that the purchase of structured settlement payments or the pledge of such payments for
a loan would result in the loss of tax benefits to the structured settlement company making the
payments. We are unaware of any tax audit in which the IRS has ever raised this tax issue. In the
only reported court case on the issue, the U.S Court of Appeals for the Third Circuit heid
specifically that there would not be a loss of tax benefits from the purchase of structured settiement
payments. The court found no support for “this novel proposition.” Western United Life Assurance
Company v. Hayden, 64 F.3d 833 (3d Cir. 1995). Indeed, the IRS has recently ruled that a cash-out
of structured settlement payments by a structured settlement company is permissible and would not
trigger adverse tax consequences.

It would be unprecedented, to say the least, if a third party (in this case, the claimant) could
undo the tax consequences for a company making the payments, many years after the settiement was
finalized. We are unaware of any other provision in the Internal Revenue Code that gives an
unrelated third party the ability, long after the fact, to increasc the tax liability of another company.

Most tellingly, it is important to examine the behavior of the various structured settlement
companies the con.panies now making the structured settlement payments to determine whether they
really view third-party purchases of structured settlement payment streams as a significant tax risk
for them. Public accounting rules require companies that consider themselves to have a material nsk
of a tax liability to either create a reserve against that liability or report it in their financial
statements. Failure to do so is a clear violation of accounting standards. Therefore, if a company
now making structured settlement payments considered claimants’ sale of those payments as
something that is likely to cause the companies to risk the loss of tax benefits under section 130, that
conclusion must be reflected in their (the companies’) financial statements. We are unaware of any
instance in which they (the insurers or their structured settlement company affiliates) have done so.
One can only conclude, therefore, that the insurance companies (and their structured settlement
company affiliates) themselves have never really considered this so-called risk to be material.

How can the insurers ask this Legislature to severely restrict their claimants’ property rights
{the claimants’ right to sell, pledge, or dispose of their property - in this case, their right to receive
structured settlement payments—on the basis of a hypothetical risk that the insurers themselves do
not consider material?
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News You Can Use

Settling for less

Should accident victims sell their monthly payouts?

BY MARGARET MANNIX

rion Olson has had his share of
hard knocks. When he was 3
years old, a dog bite caused him

as wall as injuries requiring plas-
rgery. In his teens, he dropped out
hi : school and wound up homeless.
But - had hope. On his 18th birthday.
the M nneapolis man was to start receiv-
ing the first of five periodic payments to-
taling $75,000 from a lawsuit stemming
from the dog attack He received the first
installment of $7,500, but the money
didn’t last long.

So when Olson saw a television ad for a |

finance company named J. G. Wentworth
& Co. that provided cash to accident vic-
tims, he saw a way to get his life back on
track. He agreed to sell his remaining fu-
ture payments of $67,500 to Wentworth
for a lump sum of $16,100. "1 needed
money,” says Olson, now 20 years old. “If
I could get the money out like they were
saying on TV, 1 wouldn't have to worry
about being on the street anymore.”
Within six months, however, Olson had
spent all the money and was living in a
car. He now wishes he had waited for his
regular payments.

Olson may be financially unsophisticat-
ed. but he is also caught up in a burgeon-
ing, and unregulated, new industry that
specializes in convertng periodic pay-
ments into fast cash. Also known as factor-
ing companies, these firms can be a god-

.nd to accideat victims, lottery winners,

PHOTOGRAPHY BY
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vision and neurological problems, |

| JERRY MAGEE Mississippi accident
victim sold his payments for quick
cash. Today he has only regrets.
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and others who have guaranteed futurein-
comes but need immediate funds. But like
a modern-day Esau trading his inhen-

tance for a bow! of soup, the unwary con-

sumer may be selling future sustenance
for cheap. A growing number of federal

and state legislators, as well as severa) at- |

toraevs general, contend that factoring

| companies Cha:gf’ usunous interest rates,

1999

fail to properly disclose
terms, and take advantage of
desperate people. “It's un-
conscionable,” says Minne-
sota Attorney General Mike
Hatch. “They are really prey-
ing upon the vulnerable.”
Frittering away. Critics
further allege that factoring
companies vndermine the
very law that Congress
passed to help beneficiasies
of large damage awards. In
1982, seeking to prevent ac-
cident victims from frit-
tering away large sums in-
tended to provide for them
over their lifetimes, Con-
gress instituted tax breaks
for those who agreed to re-
ceive their money over a pe-
riod of years. But now, con-
tends Montana Sen. Max
Baucus, a sponsor of that
iegislation, the careful plan-
ning that goes into the
structuring of these pay-
ments “can be unraveled in
an instant by a factoring
company offering quick
cash at a steep discount.”
A number of advanced-
funding companies compete for their
share of future payments that include
i more than $5 billion in structured settle-
ments awarded each year The largest
| buyer is Wentworth, handling an esti-
| mated half of all such transactions.
Rased in Philadelphia, the firm began by
financing nursing homes and long-term-
care facilities. In 1992 it started buying



CHRISTOPHER HICKS Wentworth sued the Oklahoma man for the
entire amount of his payments. “They make you think you are
doing the right thing . . ., but you are really messing up your life.”

sertlements that auto-accident victims | get a lump sum

were owed by the state of New Jersey
Since then, Wentworth has completed
more than 15,000 structured-settiement
transactions with an approximate total
value of $370 million.

The deals work like this: A structured-
settlement recipient who wants to sell,
say, $50,000 in future payments, will not

cause, as a result of inflation, money
schaduled to be paid years from now is

| worth less today Formulas based on such

factors as inflation and the date that pay-
ments begin are used tc determine the
“present value” of the future payments.
The seller is, in essence, borrowing a
lump sum that is paid back with the in-

of $50,000. That's be- |

| fixed monthly payment does not
| worth points to an Ohio woman who sold
the company a $500 portion of her

surance company payments. The
interest on the borrowed sum is
called the “discount rate.”
Wentworth and other ad-
vanced-funding companies say
they are providing a valuable
service because structured settlements
have a basic flaw: They are not flexible.
Consumer needs change, they note, and a
Went-

monthly payments for six years when her
bills were piling up and her home mort-
gage was about to be foreclosed. She re-
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instant cash of $21,000, at a dis- |
¢ rate of 15.8 percent. The customer, !
who did not wish to be identified, says she |

is grateful to Wentworth for advancing
her the money when her insurance com-
pany would not. “The insurance compa-
nies just dont understand’ she says

“When | needed their help, they wsre not ‘

there” Likewise, a New York quadriple-
gic, who also did not want to be named,
says he secured funds from Wentworth at |
a 12 percent discount rate to expand his
own business and, as a result, is more |
successful than ever. “It was definitely
worth it for me,” he says.

But other customers are not as satis-
fied. New York City resident Raymond
White lost part of one leg when he was
struck by a subway train in 1990. A law- |
suit led to a settiement that guaranteed |
White 2 monthly payment of $1,100,
with annual cost-of-living increases of 3
percent. In 1996, White, who did not
have a job, wanted cash to buy a car and
pay medical bills. So he tumned to Went-

RAYMOND WHITE After losing a leg in a subway
accident, the New Yorker was guaranteed $1,100
month. He gave unp future payments totaling
g 000 in exchange for $54,000.

worth, selling portions ‘of his monthly |
payments for the next 15 years in six dif- |
ferent transactions.

Altogether White gave up future pay- |
ments totaling $198,00C. He received 2 |
total of $54,000 in return, but the money, '\
which he used for living expen.es, is now ’
gone. He bought a car, but it has been re-
possessed. He bought a plot of land in |
Florida, but lost it to foreclosure. With |
debts mounting, he now relies partially |
on public assistance to get by. “Unfortu-
nately 1 was so overwhelmed with debt
and striving for a better life that I went
along with it says White. “In reality, |
what [ was doing was accumulating more
debt for myself”

Some Wentworth customers say they
might have realized the repercussions of
their transactions had the contracts been
clearer about the long-term costs. Jerry
Magee of Magnolia, Miss., who has fileda
class action suit against the company, is
one of them. In a mortgage contract, for
instance, lending laws require that con-
surners see their interest rate and the to-
tal amount of money they will be paying

ver the life of the loan. By contrast, Ma- |
's lawyer says, neither the effective in-
erest rate nor the total amount of the
transaction was clearly spelled out in the

64

| nal Revenue Service says th~t

| start selling their payments,

13-page contract or in the 25
other documents Wentworth
required him to sign. Went-
worth says it has been revis-
ing its documents to make
them easier to understand.

Change of address. While
the factoring transaction it-
self is complex, the transfer
of payments is simple. The
structured settlement recipi-
ent instructs the insurance
company to change his or her
address to that of the factor-
ing company. The check re-
mains in the recipient’s
name, and the factoring com-
pany uses a power of attor-
ney, granted by the recipient,
to cash it.

This roundabout method
is used because insurance
companies say structu d
payments should not be so«d.
Most settlement contracts

specify that payment: cannot
be “assigned,” and the Inter-

payments “cannot be “accel-
erated, deferred, increased
or decreased” Selling pay-
ments, the insurance compa-
nies say, amounts to acceler-
ating them. And that may
threaten the claimant’s tax
break. Insurance companies
say that if their annuitants

the social good that justifies
the tax break disappears.
Ironically, they make this ar-
gument even though some
insurance companies thm-
selves are now making coun-
teroffers to factoring compa-
nies, ‘accelerating payments
to their own claimants. Berk-
shire Hathaway Life Insurance Co., for
example, recently offered a claimant a
lump sum of $539,000 beating Went-

worth's offer of $45,000. The IRS has not |

formally addressed the tax issues, but the

U.S. Department of the Treasury has rec- '

ommended a tax on factoring transac-
tions to discourage them
Insurance companies also worry about

U § NEWS & WORLD REPORT JANUARY 23,1999

| having to pay twice. Last year, a judge
| ruled an insurance company was obligat-
| ed to pay a workers’ compensation recip-
| ient his monthly payments because the
| factoring transaction he entered into was

invalid under Florida's workers’ compen-
sation statute. For their part, the factor-
ing companies argue that even though
the ¢claimants do not own the annuities—



the insurance companies do—the factor-
ing companies can buy the “right to re-
ceive” the payments.

Insurance companies are getting wise

to these factoring deals—CNA, a Chicago- |

based insurer, noticed that annuitants
from all over the country were changing
their addresses to Wentworth's Philadel-
phia post office box—and some are trying

LOWAT VAR JANDEAS FO8 SAsmA

to stop the transactions. Some insurance
companies, for example, refuse to honor
change-of-address requests or redirect
the payments back to the annuitant after
the deal is done. But redirecting a pay-
ment can cause serious consequences for
the claimant. In Wentworth's case, the
company has each customer sign a clause
called a “confession of judgment,” which

allows the factoring company tc sue cus-
tomers quickly for default when their
payments are not received; customers
also waive the right to defend themselves.

Christopher Hicks, 2 20-year-old acei-
dent victim from Oklahoma City, learned
the effects of that clause the hard way. In
1997, Hicks signed over to Wentworth
half of his $2,000 monthly payments for
the next 32 months and $1,500 for the 26
months after that. In exchange, Hicks re-
ceived §37,500, which he admits he
quickly spent on furniture, clothes, and
other items. When Wentworth failed to
receive a check from the insurance com-
pany that pays Hicks the annuity, it se-
cured a judgment against him for the en-
tire amount of the deal—-$71,000.

Nao clue. To collect, Wentworth garnish-
eed Metropolitan Life, meaning that Met-
ropolitan Life was supposed to start send-
ing Hicks's monthly checks to
Wentworth. It did not—the company
won't say why—and Hicks, who was sup-
posed to be getting $1,000 back from
Wentworth, was left with nothing. “When
the money stopped, I had no clue what
was going on,” says Hicks, who had to
rely on family and friends until the two
companies settled their differences in
court. Hicks now wishes he had never
gotten involved with Wentworth. “They
make you think you are doing the ight
thing in the long run,” says Hicks, “but
you are really messing up your life”

Wentworth makes liberal use of con-
fession-of-judgment clauses ever though
they are iilegal in consumer transactions
in the company’s home state of Pennsyl-
vania. The Federal Trade Commission
also bans the clauses as an unfair prac-
tice in consumer-credit transactions. The
clauses are allowable in business trans-
actions in Pennsylvania if they are ac-
companied by a statement of business
purpose. So in each case Wentworth cer-
tifies that the agreements “were not en-
tered into for family, personal, or house-
hold purposes.”

Such language is used in affidavits de-
spite cases like that of Davinia Willis, a
24-year-old resident of Richmond, Calif,
who entered into a transaction with
Wentworth in 1996 to stop her house
from being foreclosed upon and to repair
wheelchair ramps—clearly, she says, per-
sonal uses. In a class action lawsuit
against the company, she cites the confes-
sion of judgment as one reason why the
contract is “illegal, usurious, and uncon-
scionable” Wentworth says the clauses

| are necessary to keep its customers from

reneging on their agreements.
In the end, the controversy over factor-
ing companies comes down to 2 funda-
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‘
on of their business. The

toverthedef- |
factoring companies say they are
not subject to usury or consumer-
credit disclosure laws because
they are not, in fact, lenders. “We
don’t make loans” declares An
drew Hillman, Wentworth's gen-
eral counsel. “We ets.” But
some state attom ral say
these transactions r very lit-
de, if at all, from loans and per-
haps should be classified as such.
That way, says Shirley Sarna, 3
chief of the New York attormey .
general’s consumer fraud and
protection bureau, the law could
prevent factoring companies from
charging discount rates that rhe
says in some cases have exceedud
75 percent. Wentworth says its av-
erage rate is 16 percent, and sever-
al factoring companies insist their
rates would be much lower if in-
surance companies did not make
it expensive for them to complete
the deals. “By gettin; the insur-
ance companies to process the ad-
dress changes, it would overnight
orm our discount rates from
teens to the single digits”
Jeffrey Grieco, managing di-
or of Stone Street Capital, an
advanced-funding firm in Bethes-
da, Md.

Who is right and who is wrong is
being hammered out in court-
rooms and statehouses across the
country. The insurance companies
were heartenad last summer when
a Kentucky judge denied four of
Wentworth's garnishment ac-
tions, ying the purchase agree-
ments e customers signed were
neithe: valid nor legal. But other
courts have ruled differently.

In Nlinois, a new state law says
that structured settlements can be
sold as long as a judge approves the trans-
action. Wentworth notes that more than
100 such sales have been appros 2d. At the
same time, several state attorneys general
are examining the factoring industry’s
practices. “You have got to worry about
people who have a debilitating injury,”
says Joseph Goldberg, senior deputy at-
torney general for Pennsylvania. “The in-
jury is never going away and they have no
real means of income and probably no
means of employment. . . . If they give that
monthly payment up, it could have serious
nsequences.” Voicing similar concerns,
bility groups like the National Spinal
rd Injury Association, which now re-
fuses to accept factoring companies’ ad-

vertisements in its magazine, are warnung

DAVINIA WILLIS California woman sold her
payments to prevent a home foreclosure.
She is suing Wentworth claiming “illegal
and usurious” terms.

members about the hazards of cashing |

out. The association is “deeply concerned
about the emergence of companies that
purchase payments intended for dis: hled
persons at a drastic discount,” says its ex-
ecutive director, Thomas Countee.

While opinions are divided about the
validity of factoring transactions, both
sides agree that regulation of the second-
ary market is necessary. As in [linois,
Cc.anecticut and Kentucky have passed
laws requiring a judge's approval of
advanced-funding deals, as well as fuller
disclosure of costs. Faced with mounting

| criticism, Wentworth this week will

announce its pledge to submit every re-
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quest for purchase of a set-
tlement to a court for approv-
al. Other states are expect-
ed to address the issue this
year, and in Congress, Rep.
Clay Shaw, a Florida Repud-
lican, has reintroduced a
measure that would tax
fz 2t 'ring transactions.

The factoring companies respond to all
these efforts by also calling for better dis-
~losure from the primary market—the in-
surance companies, attorneys, and bro-
kers that set up the structured settlements
in the first place. Factoring companies ar-
gue that structured settlements are not al-
ways as generous as they are represented
to be. “We challenge insurance companies
and their brokers to take the same pledge,”
said Michael Goodman, Wentworth's ex-
ecutive vice president

Whatever the outcome of the debate,
consumers thinking about selling their
future payments are well advised to take a
hard look at what they are getting into. ®



NATIONAL STHUCTURED SETTLEMENTS
TRADE ASSOCIATION 31099

DISCOUNTS CHARGED TO STRUCTURED
SETTLEMENT RECIPIENTS IN FACTORING TRANSACTIONS

: 'ﬂn neennpgnying table illustrates the discounts charged b’ factoring companies in a
series of factoring transactions in which the settlement recipients have transferred or agreed to
transfer future payments in exchange for immediate lump sums.

All of the transaction information in the table is taken from publicly available
pleadings filed in federal and state courts in connection with confessions of judgment, garnishments,
interpleader actions and other litigation arising from factoring transuctions. Because factoring
transactions are unregulated and are not publicly reported in any fashion, pleadings filed by
factoring companies and other parties represent the best publicly available source of information
about individual factoring transactions. The present values and the discount rate figures (Le., the

mortgage-equivalent rates and internal rates of return) ha'e been computed by professional
actuaries.

In most cases the factoring transactions listed in the table were completed. In a few
cases the transactions have become the subject of lit zation (e.g., declaratory judgment actions and
proceedings for advance approval of factoring transacrions under state statutes designed to protect
structured settlements) prior to completion.

The materiai in the table can be illustrated by the following explanation of the
factoring transaction entered into by payee Isaac Major. shown on p. 4: In early 1997, Major entered
into a factoring agreement under which he agreed to sell 60 future structured settlement payments
of $730 per month. Thus, Major sold the factoring company future payments in the aggregate

mount of 60 times $730, or $43,800. In exchange for these future payments, the factoring company,
| G. Wentworth, agreed to make an immediate lump sum payment of $20,000. At the time of this
.ransaction, the 60 future payments had a present value of $36,521.58. (This was the value of the
future payments as discounted back to the time of the transaction, using the “applicable federal rate”
published by the Internal Revenue Service for purposes of determining the present value of future
annuity payments.) The $20,000 contract price represented 55% of the present value of the 60 future
payments.

Expressed as an annual rate of interest, the discount charged by a factoring company
can be presented in either of two related ways: (1) asa nominal or “mortgage-equivalent” annual rate
computed in the same fashion as the nominal rate on a conventional mortgage loan (Le., twelve times
the monthly rate at which interest accrues and is paid), or (i) as a “true” annual interest rate
representing the factoring company’s internal rate of return on its investment. For Major’s factoring
transaction the mortgage-equivalent rate was 35.0 percent (annually), and the internal rate of return
on the factoring company’s $20,00 investment was 41.2 percent (annually).

In many cases the effective discount rate paid by a settlement recipient may exceed

i because a broker's commission, an attorney’s fee or other transaction

charge may have been deducted from the stated contract price in computing the amount actually

paid to the settlement recipient. From the information available in court files NSSTA has no means
of determining the amounts of these deductions.

For some payees who have entered into multiple factoring transactions the table
includes data for two or more transactions. Some payees with transactions listed in the table may
have entered into additional transactions that are not listed in the table, because the available court
records do not clearly indicate the terms of those additional transactions.

ANADC - 70396/430 - 065318203
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NATIONAL STRUCTURED SETTLEMENTS
TrADE ASSOCIATION

March, 1999

Summary of Tonya Mangum Case*

e In January, 1996, Tonya Mangum of Durham, North Carolina, entered
into a structured settlement of a lawsuit growing out of an automobile accident in
1991 The settlement provided for an immediate cash payment of $100,000, plus
monthly annuity payments of $750.00.

e In March, 1998, Ms. Mangum entered into a factoring transaction under
which Settlement Funding L.L.C. (d/b/a Peachtree Settlement Funding), a Georgia-
based factoring company, agreed to purchase $350.00 of each of the monthly
annuity payments for the ensuing seven years. The aggregate (undiscounted)
amount f the payments purchased by Peachtree was $29,400. Peachtree paid
$13.756. Peachtree’s discount amounts to a mortgage-equivalent interest rate of

25.21% per year.

e The Peachtree questionnaires signed by Ms. Maugum indicate that at the
time of her factoring transaction she was disabled ani was unable to work because
of back problems. She had one child and stated that her annual income, apart from
her monthly annuity payments, consisted of social security benefits of $11,400.

e In September, 1998, Peachtree sued Ms. Mangum in state court in New
Jersey. In November, 1998, Peachtree obtained a default judgment against Ms.
Mangum in the amount of $33,333.44.

® The National Structured Settlement Trade Association (“NSSTA") has compiled this and other,
similer summaries of structured settlement factoring transactions from the information contained in the
pleadings filed in lawsuits that have arisen from those transactions. In most cases the lawsuits are collaction
actions brought by factoring companies against their own customers. The scurce fur this summary is the
pleadings filed in Settlement Funding L.L.C.v. Tonya Mangum. Unioa Cty., N.J. Sup. Ct. Docket No. UNN-
14963-98. Copies of the pleadings are av ailable through NSSTA.

WADC - 80739/22 - 0843515.01




o
- 4

A ,

»

J—L\J L J Nb 0
JUNMIP-STUIML @\s

w&m&& SIRUICIIT Jli’&ﬁl)
ﬂ_‘é"‘i'lfm C.U U Eh\ﬂiép

lonthowawelcanthel mm
2 @zﬂm@@zﬂ !
* @a m 37——4—4 °
Reei | = ; S=1T] W@Y@&m&&&
“aiail == T BCTURED SEUULEMENYT DIVISION . o
= Baes ﬁﬂmm gwn RER00IG J 3, B
;, o .;_._, - & 2 :~ ”
. A A\V/ef 8
£Q 395—4 W@ s>
W © °°w o tgo 3 o85S WA o
e Q s , » P oS Rk
o £ 5T Sl : R }* s Aran
ol o O R ° 2o -.,e °%°" s Rt PR p——




SSC- Workers Compensation Recipients

4*-STONE STREET CAPITAL
JINTRODUCTION

“LOTTERY &
" se, CONTEST WINNERS
STRUCTURED SETTLEMENTS
*L.5% (RECIPIENTS -

= ATTORNEYS &
'FINANCIALADVISORS |

-

e
. BROKERS

http://www.stonestreet.com/workers/main.htm

Page 1 of |

Stonc.Street (“.lpil.il is

Amcrica's’lcading purchaser
‘of periodic. payment streams.
» v *

- 1-800-WHY-WAIT. -

WORKERS
COMPENSATION
RECIPIENTS

New, lump-sum
conversions of
workers' comp

benefits.

Only a firm with Stone Street Capital’s rare
combination of legal skills and financial
strengtn could have made this new
opportunity possible. Now individuals who
are receiving workers comp benefit
pay.nents alsn may choose to accept a
lump-sum cash payment from Stone Street
Capital. For many who are in serious need of
cash to meet family, medical or other
emergencies, this new lump-sum payment
option can be a blessing.

TERMS AND CONDITIONS

Payments must be made by private annuity issuer, not
a state fund. We purchase monthly, biweekly and
weekly payment streams only. We purchase a
maximum of 36 months of paymerits. Seller must be
credit worthv and free of all liens and encumbrances.
Seiier must be empicyed or have other sources of
income.

If you mee! these criteria, contact Stone
Street Capital today for an estimate of your
lump-sum payment.

Home Page / Introduction / Lottery & Contest Winners
/ Structured Settlements Recipents / Attorneys &
Financial Advisors / F.eferral Brokers / Royalty
Recipients / Workers Compensation Recip:ents

Zopyright ® 1998, Stone Street Capital All rights reserved.
Please ¢irect ail comments to stonestreel@sionestreet.com This site
1s best viewed using Netscape 2 0

1/12/99
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Receiving Payments ?
‘We‘ll Pay You CASH NOW
For Your CASH FLOW !

We Buy Payments From: Learn More About
|GETTING CASH For

« Insurance Settlements [Your Payments From:
« Lottery/Contest Winnings
« Worker's Compensation ' Lottery Winnin
« Structured Annuities/Pensions Contest Prize Wi
« Casino/Gaming Winnings Casino Winnings
« Personal |njury Judgmen!s 'L Gaming Winnicgs
« Privately-Held Notes, l; Bingo Winnings

Mortgages, Trust Deeds

____Mortgage Note F
| Trust Deed

Are the payments you've been receiving serving your present | ———— |

needs? __tandcoovag J
‘ No? Then why continue to wait for those payments to dribble " Insurance Sattlement
‘? NS U AN
Let CASH RESOURCE of America convert them to & lurmnp ) n
sum of CASH now. . Personal Injury
’» Judgment

Get your FREE EVALUATION Today. NO OBLIGATION. /Any Lawsuit Settlemen
We specialize in TAILORING our offer to meet YOLR NEEDS

and DESIRES. We can purchase some of your payments or
all of them. It's YOUR CHOICE !

Tell Us How Much CASH You NEED:
« To Buy a House

o ToBuyaCar
o For College

« To Pay Off Your Bills

e« Take a Vacation

http://www cash-resource com/ 3/27/99



IFS offers cash options for selling & variety of income Mn@
insurance / uuuuty) mhenmnca, rusts ud pmbcu.

g muy other services uldllﬂu
e Click on a title to leay

none agboutus sarvices hee $100 FAZ getq quote =7 festimor

© 1997 Istegrity Funding Sources
IJ“NIC"&A". Poribad, OR 97213

phone: S38-SFUNDME | fax: $88-5¢ AXME



T GRITY FUNDING SOURGES

_OTHER SERVIGES

- — -

Other Services

As the diversified cash flow industry grows, new areas are
Mopeinzupthtanbeofmbaaﬁttommb&m
mcndhckfwmm' offerings as they become

Because the possibilities are so vasy,

iy Frmiien e weEs has chosen to specialize in the
areas that we have detailed. We feel strongly that to provide the
mqudhymiawmmmfoauonmm
streams that we know best. There are many more areas that T+ S
Mwarmﬂymmmdhm
mmmmmmm

wmdomwwlymmﬁmuu&wmmyw
in direct souch with the right funders 16 belp you. Just say the
word, and well get you gomng.

The Latest On Military Terirement Funding —
November, 1997

Mmepmanmmofdnngsinﬁvwm
posixiononu:igmbﬂhy.itmynotbeposn‘bhwlom:m
urderwriter for military redrement or VA disability deals. Virtually
nﬂdnmhmﬁmdushawumimtedwﬁdnghetypeof
income streams. However, recently TFS was successful in placing
uﬁmhednmberofdnedak.mdwempraendyevm
dmﬁardalswithwrnndwﬁ'monanbdivi&dblsis
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iuctured Settlements Work .............

But Beware of Dffers to Cash them Out

few years ago, Grera Resch®

was seriously injured in an

auto accident. | represent-
ed her, and secured 2 serle-
ment of $430,000. Greta 200k
almost all of it in cash because
she was convinced she could
handle this money wisely.
Recenty, she was sued for 2
$1,900 credit card balance that
she was unable to pay. A life-
time of security had dwindled
to nothing.

As a plaintiff’s sitorney for
20 years, U've learned that
becoming disabled is difficult,
and that achieving financial
independence is even tougher.
But it’s nothing short of tragic
when funds from a settderent
disappear because an injured
person cannot handle large
sums of money.

For that reason, | urge my
clients to take their setlements
in a way that guarantees their
long-term financial security.
Very often, this require. what
is known as a “structured set-
tlement”

Recognized and encour-
aged by Congress since 1982,
structured settlements are
similar to annuities. They pro-
vide guaranteed tax-free pay-
ments in a way that is carefully
designed to meet a person'’s
long-term needs. The tax-free
status generally makes struc-
tured settlements more valu-
able over time than single,
lump-sum settlements

ary Leigh Martin was seri-
mouslf injured in 1993, and
[ helped her secure a large
settlement.  However, Mary
took only 3100,000 in immed:-
ate cash. The rest was a struc-

18 NEW MOBILITY

tured settlement that would
pay her $1.€ million over the
next 34 years. It is a virtual cer-
tainty that Mary could not have
realized that sor: of gain by
investing on her own.

Why did [ advise her not to
take the mon=y in a lump sum?
Because it is my experience
that, with few exceptions,
injured people receiving large
cash settlements lose the
money quickly—-often spend-
ing between $120,000 and
$130,000 per year. [ wish [ was
exaggerating, but I am not.
This phenomenon is not a
function of education, intelli-
gence, race or any other factor |
c:n g'npoint other than the
frailey of human nature.

For Mary, even a structure?
settlement was not enough
protection. A few months ago,
she informed me that she had
already spent the 5100,000
cash settlement. She then
showed me a contract in which
she had sold portions of her
structured settlement for the
next nine yeurs in exchange for
cash. That cash, too, is gone,
and Mary now has to wait
eight years for her next pay-

ment. Worse. she received only
about half of what her pay-

ments were worth.
v known in the trade as the

“gray market.” Gray mar-
ket companies use phone
banks and advertising cam-
paigns to induce settles ent
recipients 1o sell their future
payments for discounted up-
front cash. The potential prof-
its tor gray macket companies
are huge- ~injured people have
been convinced to sell years of
payments for as little as 30
cents on the dollar.

Chris Melnick i< another
example. When he was 13, he
became paraplegic in 2 swim-
ming pool accident. In 2
court-approved  structured
settlement, he received a lump
sum of abou $850,000 and
monthly pavments of about
$2,000. Three months after he
turned 18, Chris signed a con-
tract vith a gray market com-
pany, agreeing to sell $71,000
of future payments for
$37,500. A few months later,
the company cliimed Chris
had defaulted, and it filed 2

Mary encountered is

Mystratian by Ooug Cavis

civil claim for the payments
plus legal expenses. The court
ruled in favor of the company.

Throughout the country,
the gray market is endangering
the financial security of dis-
abled Americans. And those
who sell their structured settle-
ment payments to gray market
buyers are, in my opinion, lit-
erally seiling their futures.

Very few people, injured or
not, get that one shot in life to
meet their financial needs for
life. To take advantage of this
opportunity, it is vitally impor-
tant to remember one’s long-
term needs. In spite cf gray
market operators, a balaaced
structured settlement—and a
commitment to Live within its
terms—<an do just that.

Disability is 2 painful dis-
ruption of life, but structured
serdements can help return sta-
bility. Isn't that what justice is all
about? L4

*All names have been changed for privacy.

Keith D. Lermons is the senior
partner of Keith D. Lemons &
Associates, a litigazion law firm
based in Fort Worin, Texas.



NATIONAL mﬂgngou EISABILITY

910 Sixteenth Street, NW, Washington, DC 20006

February 19, 1999
The Honorable William Roth
104 Hart Senate Office Building
United States Senatr
Washington. D.C. 20510

Re: Siatement of Suppon for HR 263, The Structured Settlement Protection Act
Dear Mr. Chairman:

The National Organization on Disability (N.O.D ) promotes the full and equal
participation of America's 54 million men, women and children with disabilities in all
aspects of life. N.O.D. was founded in 1982 at th: conclusion of the United Nations
Intemnationai Year of Disabled Persons. N.O.D. is the only national disability network
organization concerned with al! disabilities, al! age groups and all disability issues.

I write to you to express N.O.L s strong support for HR 263, The Structured
Settlement Protection Act. Congress created structured settiements to provide long-term
financial security for victims of serious injuries, many of whom are permanently disabled.
Structured settlements meet the victims® ongoing expenses for medical care, living needs,
and family support, and serve the public good by ensuring that victims don’t dissipate
their settlements and wind up on public assistance.

For these reasons we are extremely troubled at the emergence of factoring
companies that convince injury victims, including persons with disabilities, to sell
structured settlement payments for a deeply discounted cash lump sum. Such transactions
completely undermine the long-term financial security of a structured settement and
threaten the very livelihood of an otherwise extremely vuinerable population — those of us
with disabilities. And the steep financial discounts that disabled Americans often are
persuaded to accept would be unacceptable to any fair minded person.

We are heartened that several state attorneys general are looking into this issue.
Several legislatures are also considering bills to curb these purchases of future structured
settlement payments by factoring companies.

There needs .0 be a strong federal law to protect the disabled from this nationwide
problem which jeopardizes the long-term financial security of these injured victims and
their families. N.O.D. therefore strongly supports HR 263 and urges you to give it your

" prompt attention before it resuits in the further disabiement of our nauon’s aisabied.”
Thank you very much. Mr. Roth, for your consideration.
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NATIONAL STRUCTURED SETTLEMENTS
TRADE ASSOCIATION

November 1, 1998

' RECENT COMMENTS REGARDING STRUCTURED SETTLEMENTS
AND STRUCTURED SETTLEMENT FACTORING TRANSACTIONS

Senator John Chafee:

Structured settlements were developed because of the pitfalls
associated with the traditional lump sum form of recovery in serious
personal injury cases, where all too often a lump sum meant to last for
decades or even a lifetime swiftly eroded away. Str.ctured settlements
have proven to be a very vaiuable tool. They provide long-term financial
security in the form of an assured stream of payments to persons
suffering serious, often profoundly disabling, physical injuries. These
payments enable the recipients to meet cngoing medical and basic living
expenses without having to resort to the social safety nei. . . .

I am very concerned that in . ecent months there has been sharp
growth in so-called structured settlement factoring transactions. In
these transactions, companies induce injured victims fo sell off future
structured settlement payments for a. steeply-discounted lump sum,
thereby unraveling the structured szitlement and the crucial long-term

financial security that it provides to the injured victim. These factoring
. company purchases directly contravene the intent and policy of

Congress in enacting the special structured settlement tax rules. [144
Cong. Rec. $11340 (October 2, 1998).]

Senator Max Baucus:

Cuer the almost two decades since we enacted these tax rules
[Internal Revenue Code Sections 104(3)(2) and 130], structured
settlements have proven to be a very effrctive means of providing
long-term financial protection to persons with serious, long-term
physical injuries through an assured stream of payments designed to
meet the victim’s ongoing expenses for medical care, living and family
support.  Structwred settlements are voluntary agreements reached
between the parties that are negotiated by counsel and tailored to meet
the specific medical and living neecs of the victim and his or her family,
often with the aid of economic experts. . . .

I now find that this careful planning und long-term financial
security for the victim and his or her family can be unraveled in an
instant by a factoring company offering quick cash at a steep discount.
What happens next month or next year when the lump sum from the



NATIONAL STRUCTURED SETTLEMENTS
TRADE ASSOCIATION

facton{tg company is gone, and the stream of payments for future
ﬁnangml support is no longer coming in? These structured settlement
fectoring transactions place the injured victim in the very predicament
that the structured settlement was intended to avoid. [144 Cong. Rec.
S$11499-500 (October 5, 1998).]

Representative E. Clay Shaw, Jr.:

As long-time supporters of structured scitlements and the
congressional policy underlying such settlemenis, we have grave
cor.cerns that these factoring transactions directly undermine the policy
of the structured settlement tax rules. The Treasury Department shares
these concerns. [144 Cong. Rec. E1420 ([daily ed.] (July 24, 1998).]

wwmm

Congress enacted favorable tax rules intended to encourage the
use of structured settlements -- and conditioned such tax treatment or,
the injured person’s inability to accelerate, defer, increase or decrease
the periodic payments -- because recipients of structured settlements are
less likely than recipients of lump sum awards to consume their awards
too quickly and require public assistance . . .

These ‘“factoring” transactions directly undermine the
Congressional objective to create an incentive for injured persons to
receive periodic payment as settlements of personal injury claims.
(General Explanations of the Administration’s Revenue Proposals,
Fiscal Ye.r 1999 Budget of the United States Government, February,
1998.)

Illinois Representative David Leitch:

I'm just very concerned about the people who are being victimized by
these people who are taking a very, very deep discount in these
settlement amounts, and who are then left penniless without resources
in the future. [Illinois House Debate Transcript, April 10, 1897]]

tee, Jr., Exe i irector of National Spin

Ouer the past 16 years, structured settlements have proven to be an ideal
method for insuring that persons with disabilities, pariicularly minors,
are not tempted to squander resources designed to last years or even @
lifetime.
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This is why the National Spinal Cord Injury Association is so
deeply concerned about the emergence of companies that purchase
payments intended for disabled persons at drastic discount. This
strikes at the heart of the security Congress intended when it created
structured settlements. The practice of buying the payments of injured
parties in exchange for only 50 or 60 cents per pr ‘ent-value dollar

strikes nie as abusive and inappropriate. [September 8, 1998 Letter to
Sen. William Roth.]

Editorial: “Settlements Should Last™:

[Elven if the lump sum paid to the claimant [by a fictoring company] is
not quickly squandered on some form of immediate gratification, it is
certain to discppear more quickly than the original benefit. That can
put claimants between a rock and a hard place: They likely stil! have
sizable expenses but no source of adequate income t* cover them. . . .

Where does that leave them -- especially if circumstances of their
claim have left them unable to earn a living? In all likelihood, at the
doorstep of the taxpayer who finances Medicare, Medicaid and public
assistance programs. [Business Insurance, August 10, 1998.]

I represent many people who are hurt or disabled through no
fault of their own.

They are victimized once in an accident. The greater tragedy for
them can come later when they are victimized again, this time by slick
discounters.

Other than the initial injury I can't think of anything worse.
[(“Stream of payments shields some injury victims from unwise
decisions, maximizes compensation,” Chicago Da:ily Law Bulletin,

April 25, 1998.]
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MINUTES
SENATE JUDICIARY | COMMITTEE
APRIL 13, 1999

The Senate Jud ciary | Committee met on April 13, 1999 at 9:30 am. in
Room 1027 of the Leg siative Building. A majority of members was present.

Senator Cooper called the meeting to order anc recognized Senator Hartsell
to explain Senate Bill 245 - AN ACT TO ENACT REVISED ARTICLE 5 OF THE
UNIFORM COMMERCIAL CODE AND CONFORMING AND MISCELLANEOUS
AMENDMENTS TO THE UNIFORM COMMERCIAL CODE, AS RECOMMENDED BY
THE GENERAL STATUTES COMMISSION.

Senator Ha tsell moved to adopt a Proposed Committee Substitute to Senate
Bill 245 for discussion. The motion carried by a majority voice vote.

Professor Caroline N. Brown - UNC School of Law - was recognized to
speak on the bill.

Senator Hartsell moved to amend the Proposed Conimittee Substitute on
Page 10, Line 3. The motion carried by a majority voice vote. (Amendment is
attached.)

John Loughridge, Jr. - Wachovia Bank, Winston-Salem, N. C. - was
recognized to speak on the bill.

Senator Hartsell moved to give the Proposed Committee Substitute to Senate
Bill 245 a favorable report as amended and roll it into a new Committee Substitute.
The motion carried by a majority voice vote.

Senator Hartsell was recognized to explain Senate Bill 246 - AN ACT TO
CLARIFY AND REVISE THE PROCEDURES GOVERNING APPEALS OR TRANSFERS
FROM CLERKS OF SUPERIOR COURT TO THE TRIAL COURTS AND TO MAKE
CONFORMING AND CLARIFYING AMENDMENTS TO OTHER RELATED SECTIONS
OF THE GENERAL STATUTES, AS RECOMMENDED BY THE GENERAL STATUTES
COMMISSION.

Senator Hartsell moved to adopt a Proposed Committee Substitute to Senate
Bill 246 for discussion. The motion carried by a majority voice vote.

Jim Drennan - Institute of Government - was recognized to explain the
details of the Proposed Committee Substitute.




Jim Carr - Clerk of Court, Durham County - was recognized to answer
guestions from the Committee.

Joan Branson institute of Government - was recognized 10 answer
questions ‘rom the Committee.

Senator Rand moved to amend the Proposed Committes Substitute on Page
4, Line 22. The motio carried by a majority voice vote. (Amendment attached )

Senator Hartsell moved to give the Proposed Committee Substitute to Senate
Bill 246 a favorable report as amended and roll it into a new Committee Substitute.
The motion carried by a majority voice vote.

Senator Rand was recognized to explain 3enate Bill 601 - AN ACT TO
PROVIDE THAT THE SECRETARY OF CORRECTION 4AS SOLE AUTHORITY YO
DESIGNATE THE UNIFORMS WORN BY INMATES CONFINED IN THE DIVISION OF
PRISONS.

Senator Rand moved to adopt a Proposed Comurittee Substitute to Senate
Bill 801 for discussion. The motion carried by a majority voice vote.

Senator Gulley moved to give the Proposed Committee Substitute to Senate
Bill 801 a favorable report. The motion carried by a majority voice vote.

Senator Rand was recognized to explain Senate Bill 172 - AN ACT TO
MAKE THE POSSESSION OF BLUE LIGHTS ILLEGAL.

Senator Rand moved to reconsider the vote by which Senate Committee
Substitute Bill 172 was given a favorable report (March 11, 1999 meeting). The
motion carried by a majority voice vote.

Senator Rand moved to adopt a Proposed Committee Substitute to Senate
( ymmittee Substitute Bill 172 for discussion. The motion carried by a majority
voice vote.

Senator Clodfelter moved to give the new Committee Substitute for Senate
Bill 172 a favorable report. The motion carried by a majority voice vote.

Senator Carpenter was recognized to explain Senate Bill 170 - AN ACT TO
ESTABLISH A LIMIT ON THE TIME A PERSON CAN BE IMPRISONED FOR CIViL
CONTEMPT AND TO RAISE THE STANDARD OF PROOF IN PROCEEDINGS FOR
CIVIL CONTEMPT.

Senator Carpenter moved to adopt a Proposed Committee Substitute to
Senate Bill 170 for discussion. The motion carried by a majority voice vote.




Senator Clodfelter, Chairman of the Subcommittee, was recognized to
explain the Proposed Committee Substitute.

Senator Soles moved to amend the Proposed Committee Substitute on Page
2, Line 45 The motion carried by a majority voice vote. (Amendment #1
attached.)

Senator Rand moved to amend the Froposed Committee Substitute on Page
2, Line 23. The motion carried by a majority voice vote. (Amendment #2
attached.)

Senator Carpenter moved to give the Propcsed Committee Substitute to
Senate Bill 170 a favorable report as amended and roll it into a new Committee
Substitute. The motion carried by a majority voice vote.

Ser ator Soles, as Acting Chairman, recognized Senator Cooper to continue
the discussion of the Proposed Committee Substitu'e to Senate Bill 746 - AN ACT
TO CREATE THE NORTH CAROLINA STRUCTUREC SETTLEMENT PROTECTION
ACT.

David Lowman, with Hunton & Williams, Attorneys at Law, was recognized
to answer questions from the Committee.

Senator Cooper moved to give the Proposed Committee Substitute to Senate
Bill 746 a favorable report. The motion carried by a majority voice vote.

There being no further business, the meeting adjourned.

Sen. Roy A. Cooper, II)f Chairman Susan M. Moore, Comm. Assistant
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Reading Clerk

SENATE

NOTICE OF COMMITTEE MEETING

The Senate C 'mmittee on Judiciary I will meet at the following time:

DATE:
TIME:
ROOM:

Tuesday, April 13, 1999
9:30 - 11:00a.m.
1027

The following bills or resolutions will be considered:

170
172
176
245
246
601
746

R R TR R R R

Restructure Civil Contempt Carpenter
Possession of Blue Lights Illegal Rand
Salyer/Forfeiture of Property Rights Hartsell
Letters of Credit UCC Rewrite Hartsell
Appeal or Transfer from Clerk Hartsell
DOC Prisoners’ Uniforms Rand

Structured Settlement Proiection Act Cooper

Senator Cooper, Chair
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170

172

176

245

246

746

SENATE JUDICIARY I COMMITTEE

AGENDA - April 13, 1999

Restructure Civil Contempt Carpenter
Possession of Blue Lights Iilegal Rand
Slayer/Forfeiture of Property Rights Hartsell
Letters of Credit UCC Rewrite Hartsell
Appeal or Transfer from Clerk Hartsell
DOC Prisoners’ Uniforms Rand

Structured Settlement Protection Act Cooper



NORTH CAROLINA GENERAL ASSEMBLY
SENATE

JUDICIARY | COMMITTEE REPORT
Sen. Roy A. Cooper, 111, Chair

REVISED R 'PORT

Wednesday. April 21, 196

SEN. COOPER,
sabmuts the following with recommendations as to passage:

FAVORABLE

SB. 769 Amend Larceny of Ginseng
Sequential Referral: None
Recommended Referral: None

UNFAVORABLE AS TO BILL, BUT FAVORABLE AS TO C.S. BILL

SB. 297 Various Limited Partnership Law Changes
Draft Number: PCS 7663
Sequential Referral: None
Recommended Referral: None
Long Title Amended: Yes

SB 746 Structured Settiement Protection Act
Draft Number: PCS 1707
Sequential Referral: None

Recommended Referral: None
Long Title Amended: No

TOTAL REPORTED: 3

Committee Clerk Comment: Will have Senator Cooper sign
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1999

SENATE BILL 746

Short Title: Structured Settlement Protection Act. (Public)

Sponsors: Senators Cooper; Ballance, Foxx, Kinnaird, Martin of Guilford, Miller,
Rand, Reeves, and Soles.

Referred to: Judiciary L

April 5, 1999

A BILL TO BE ENTITLED
AN ACT TO CREATE THE NORTH CAROLINA STRUCTURED SETTLEMENT
PROTECTION ACT.
The General Assembly of North Carolina enacts:
Section 1. Chapter 1 of the General Statutes is amended by adding a
new Article to read:
"ARTICLE 44B.

(L Thg transfer ggmp ies with mg ggg gmgmg of this Amgl; and
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GENERAL ASSEMBLY OF NORTH CAROLINA SESSION 1999

o s st e (@)
a The amounts and due dates of the structured setticment

b.  The aggregate amount of such payments;
¢.  The discounted present value of such payments. together

under such federal hardship standard;
(4) The payee has received independent professional advice regarding 1
(3) I _the wransfer would contravene the terms of the structured
settlement:
a. The transfer has been expressly approved in writing by:
L E inter : vi wev i
he tir he tr tered i
ransfer agreement, & favorable tax determi | W

Page 2 Senate Bill 746
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Senate Bill 746

g:rssm.ﬂ.&m.
mmmwwmwl und i .
settiement;
a.  The federal laws of the United States;
The laws of this State, including principles of equity applied . .
s The | , g
Which is the domicile of the payee or any other
1 rtv:
Under whose law [
W & V T v
authority; or
In whose courts a settled claim was pending when the
parties entered into a _structured settlement
agreemgn;;

Page 3
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Senate Bill 746

a.

b. The structured settlement agreement was approved by a
. , - oa...

" :

men

t ienalion _or_en

consideration;

‘Terms of the structured settlement’ include, with respect 10 any

structured settlement, the terms of the structured settlement

agreemen h nnui ntract, an ualifi ignment
ment, and any order or v / [ r ibl

Page 5
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1
2 ! :

- ¢ 5

: -

5 .

6 (a)  ‘Vhere the structured settlement agreemeni was entered into after
8 . wmﬂmww :
p —— —— . ;

10 A . N

()] ; . :
38 (2) A copy of the transfer agreement;
39 3) A f i | -
40 543.11(a);
41 (4) Notification that any interest cty is entitl
42 ’

43 n oun mitting wri h r .

Page 6 Senate Bill 746
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27
28 Section 2. Article 33 of Chapter 1 of the General Statutes is amended by
29 adding a new sccuon to read as follows:

32 MMWQL&&IWW
33 of structured settlement payment rights pursuant to Article 44B of this Chapter, the
34 mewwﬂwn res rti
35 ri n such petition

36 ; rior rt judge and all final orders on such petitions m nter
37 by a superior court judge.”

38 Section 3. This act shall apply to any transfer of structured settiement

39 payment rights under a transfer agreement entered into on or after October 1, 1999,
40 but nothing contained in this act shall imply that any transfer under a transfer
41 agreement reached prior to such date is effective.

Senate Bill 746 Page 7
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$746-CSRU-001
PROPOSED COMMITTEE SUBSTITUTE
SENATE BILL 746
THIS IS A DRAFT 7-APR-99 23:36:37
ATTENTION: LINE NUMBERS MAY CHANGE AFTER ADOPTION

Short Title: Structured Settlement Prctection Act. (Public)

Sponsors:

Referred to:

April 5, 1999

A BILL TO BE ENTITLED
AN ACT TO CREATE THE NORTH CAROLINA STRUCTURED SETTLEMENT
PROTECTION ACT.

The General Assembly of North Carolina enacts:

Section 1. Chapter 1 of the General Statutes is amended
by adding a new Article to read:

"ARTICLE 44B.
"Structured Settlement Protection Act.

"§ 1-543.10. Title.
10 This Article may be cited as the North Carolina Structured
11 Settlement Protection Act.
12 “§ 1-543.11. Structured settlement payment rights.
13 No direct or indirect transfer of structured settlement payment
14 rights shall be effective, and no structured settlement obligor
15 or annuity issuer shall be required to make any payment directly
16 or indirectly to any transferee of structured settlement payment
17 rights unless the transfer has been authorized in advance in a
18 final order of a court cf competent jurisdiction or a responsible
19 edministrative authority based on express findings by such court
20 or responsible 2dministrative authority that:

W oGO s W e
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Page 2

1)

(2)

The transfer complies with the requirements of this
Article and will not contravene other applicable

law;
Not less than 10 days prior to the date on which

(3)

the payee first ircurred any obligation with
respect to the transfer, the transferees has
provided to the payee a disclosure statement in

bold type, no smaller than 14 point setting forth:
a. The amounts and due dates of the structured
settlement payments to be transferred;

b. The aggregate amount of such payments;

c. The discounted present value of such payments;

d. The gross amount payable to the payee in
exchange for such payments;

e. An__ itemized 1listing of all brokers’

commissions, service charges, application
fees, processing fees, closing costs, filing
fees, administrative fees, legal fees, notary
fees and other commissions fees costs
expenses and charges payable by the pavee g‘
deductible from the gross amount otherwise
payab’e to the payee;

f. The net amount payable to the payee after
deduction of all commissions, fees, costs,
expenses and charges described in sub-
subdivision e. of this paragraph;

g. The gquotient (expressed as a percentage)
obtained by dividing the net payment amount by
the discounted present value of the payments;
and

h. The amount of an enalty and the aggregate
amount of any liquidated damages (inclusive of
penalties) payable by the payee in the event
of any breach of the transfer agreement by the

payee;
The transferee has established that the transfer is

necessary to enable the paye~, the payee’s
dependents, or both, to avoid imminent financial
hardship, and the transfer should not be expe:ted
to subject the payee, the payee’s dependents, or
both, to undue financial hardship in the future;.

provided, however, that if, at the time the paye
and the transferee entered into the transfer
agreement, a federal hardship standard was in

$746-CSRU-001
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(4)

effect, then, in lieu of the foregoing finding, the
court or responsible administrative authority must
make an express finding that the transfer gualifies
uvnder such federal hardship standard;

"he payee has received _ndependent professional

{5)

advice regarding the legal, tax, and financial
implications of the transfer;
If the transfer would contravene the terms of the

(6)

structured settlement:
a. The transfer has been expressly approved in
writing by:

1. Each interested party; provided, however,
that if, at the time the payee and the
transferee entered into the transfer
agreement, a favorable tax determination
was in effect, then the approval of the
annuity issuer and the structured
settlement obligor shall not be regquired
if all other interested parties approve
the transfer and waive any and all rights
to require that the transferred payments
be made to the payee in accordance with
the terms of the structured settlement;

and
2. Any court or government authority, other
than the court or responsible

administrative authority from which
authorization of the transfer is sought
under this act, which previously approved
the structured set.tlement; and
Signed originals of all approvals required
under sub-subdivision a. of this subdivision
have been filed with the court or responsible
administrative authority from which
authorization of the transfer is sought under
this act, and originals or copies have been
furnished to all interested parties; and
The transferee has given written notice of the

4

$746-CSRU-001

transferee’'s name, address, and taxpayer
identification number to the annuity issuer and the
structured settlement obligor and has filed a copy
of such notice with the court or responsible
administrative authority; and

Page 3
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)

(8)

The discount rate used in dotonini_nj_m:_:&’

present value of the structured settlement payment
rights does not exceed the annual percentage rate
permitted under G.S. 25A-15(b)(4) calculated as if
the net amount payable to the payee, as provided in
sub-subdivision (2)f. of this section, was the
principal of a consumer loan made by the transferee
to the payee, and if the structured settlement
payments to be transferred to the transferee were
the payee’s payments of principal plus interest on

such loan.
The transfer of structured settlement payment

rights is fair and reasonanle.

For purposes of this Article:

Page 4

4

2)

(3)

‘Annuity issuer’ means an_ insurer that has issued
an__insurance contract used to fund periodic
payments under a structured settlement;

‘Applicable law’ means:

The federal laws of the United States;

The laws of this State, including princigl_e_.

of equity applied in the courts of this State;

and

The laws of any other jurisdiction:

1. Which is the domicile of the payee or any
other interested party:;

2. Under whose laws a structured settlement
agreement was approved by a court or
responsible administrative authority; or

3. In whose courts a settled claim was
pending when the parties entered into a
structured settlement agreement;

‘Dependents’ include a payee’'s spouse and minor

® 2 |
g

3

(4)

children and all other family members and other
persons for whom the payee is legally obligated to
provide support, including alimony;

‘Discounted present value’ means the fair present

(5)

value of future payments, as determined by
discounting such payments to the present utilizing
the tables adopted in Articie 5 of Chapter 8 of the
General Statutes;

‘Favorable tax determination’ means, with respect

to a proposed transfer of structured settlemem:‘
payvment rights, any of the following authorities

S746-CSRU-001
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(6)

that definitely establishes that the federal income

tax treatment of the structured settlement for the

parties to the structured settlement agreement and
any gualified assignment sgreement, other than the
payee, will not be affected by such transfer:

a. A provision of the Internal Revenue Code,
United States Code Title 26, as amended from
time to time, or a United States Treasury
requlation adopted pursuant thereto;

b. A revenue ruling or revenue procedure jissued
by the Internal Revenue Service; or

c. A private letter ruling by the Internal
Revenue Service with respect to such transfer;
or

d. A decision of the United States Supreme Court
or a decision of & lower federal court in
which the Internal Revenue Service has
acquiesced;

‘Federal hardship standard’ means a federal

(7)

standard applicable to transfers of structured
settlement payment rights based on_ findings of a
court or responsible administrative authority
regarding the payees’ needs, as contained in the
Internal Revenue Code, United States Code Title 26,
as amended from time to time, or in a United States
Treasury requlation adopted pursuant thereto;

‘Independent professional advice’ means advice of

(8)

an attorney, certified public accountant, actuary,

or other licensed or reg.stered professional or

financial adviser:

a. Who is engaged by a payee to render advice
concerning the legal, tax, and financial
implications of a transfer of structured
settlement payment rights;

b. wWho is not in any manner affiliated with or
compensated by the transferee of such
transfer; and

. Wwhose compensation for rendering such advice
is not affected by whether a transfer occurs
or does not occur;

‘Interested parties’ means, with respect to any

5746-CSRU-001

structured settlement, the payee, any beneficiary
designated under the annuity contract to receive
payments following the payee’s death, the annuity
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(9)

issuer, the structured settlement obligor, and any
other rt that has continuin rights or
obligations under the terms of the structured

settlement;
‘Payee’ means an individual who is receiving tax-

(11)

(12)

(13)

free damage payments under a structured settlement

and proposes to make a transfer of payment rights
thereunder;

‘Qualified assignment agreement’ means an agreement
providing for a gqualified assignment within the
meaning of section 130 of the Internal Revenue
Code, United States Code Title 26, as amended from
time to time;

‘responsible administrative authority’ means, with
respect to a structured settlement, any government
authority vested by law with exclusive jurisdiction

over the settled claim resolved by such structured
settlement;

‘Settled claim’ means the original tort claim crl

workers’ compensation claim resolved by
structured settlement;
‘Structured settlement’ means an arrangement for

(14)

periodic payment of damages for personal injuries
established by settlement or judgment in resolution
of a tort claim or for periodic payments in
settlement of a workers’ compensation claim;

‘Structured settlement agreement’ means the

(15)

agreement, judgment, stipulation, or release
embodying the terms of a structured settlement,
including the rights of i1he payee to receive
periodic payments;

*Structured settlement obligor’ means, with respect

(16)

to any structured settlement, the party that has
the continuing periodic payment obligation to the
payee under a structured settlement agreement or a
qualified assignment agreement;

‘St ructured settlement payment rights’ means rights

Paage 6

to receive periodic payments (including lump-sum
payments) under a structured settlement, whether
from the settlement obligor or the annuity issuer,

where:
a. The payee is domiciled in this State; ‘
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The structured settlement agreement was
approved by a court or responsible
administrative authority in this State; or
c. The settled claim was pending before the
courts of this State when the parties entered
into the structured settlement agreement;

(17) ‘Transfer’ means any sale, assignment, pledge,
hypothecation, or otner form of alienation or
encumbrance made by a payee for consideration;

(18) ‘Terms of the structured settlement’ include, with
respect to any structured settlement, the terms of
the structured settlement agreement, the annuity
contract, any qualified assignment agreement, and
any order or approval of any court or responsible
administrative authority or other government
avthority authorizing or approving such structured
settlement; and

(19) ‘Transfer agreement’ means the agreement providing
for transfer of structured settlement payment
rights from a payee to a transfaree.

“§ 1-543.13. Jurisdiction.

(a) Wwhere the structured settlement agreement was entered into
after commencement of litigation or administrative proceedings in
this State, the court or administrative agency where the action
was _pending shall have exclusive jurisdiction over any
application for authorization under this Article of a transfer of
structured settlement payment rights.

(b) Where the structured settlement agreement was entered into
prior to the commencement of litigation or administrative
proceedings, or after the commencement of litigation outside this
State, the Superior Court Division of the General Court of
Justice shall have nonexclusive original jurisdiction over any
application for authorization under this Article of a transfer of
structured settlement payment rights.

“§ 1-543.14. Procedure for approval of transfers.

(a) Where the structured settlement agreement was entered into
after the commencement of litigation or administrative
proceedings 'n this State, the application for authorization of a
transfer of structured settlement rights shall be filed with the
court or administrative agency where the settled claim was
pending as a motion in the cause.

(b) Where the structured settlement agreement was entered into
prior to the commencement of litigation or administrative
proceedings, or after the commencement of litigation or

ey
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administrative proceedings outside this State, the agplication‘
for authorization of a transfer of structured settlement payment
rights shall be filed in the superior court with proper venue
pursuant to Ar-ticle 7 of this Chapter. The nature of the action
shall be a special proceeding goverred by the provisions of
Article 33 of this Chapter.

(c) Not less than 30 days pricr to the scheduled hearing on
any application for authorization of a transfer of structured
settlement payment rights under this Article, the transferee
shall file with the proper court or responsible administrative
authority and serve on any other government authority which
previnusly approved the structured settlement, on all interested
parti:s as defined in G.S. 1-543.12(8), and on the Attorney
General, : notice of the proposed transfer and the application
for its authorization, including in such notice:

(1) A copy of the transferee's application;

(2) A copy of the transfer agreement;

(3) A copy of the disclosure statement reguired under
¢.S. 1-543.11(a);

(4) Notification that any interested party is cntitlod.

to support, oppose, or otherwise respond to th
transferee’'s application, either in person or by
counsel, by submitting written comments to the
court or responsible administrative authority or by
participating in the hearing; and

(5) Notification of the time and place of the hearing
and notification of the manner in which and the
time by which written responses to the application
must be filed in order to be considered by the
court or responsible administrative authority.

(d) The Attorney General shall have standing to raise, appear,
and be heard on any matter relating to an application for
authorization of a transfer of structured settlement payment
rights under this Article.

"§ 1-543.15. No waiver; penalties.

(a) The provisions of this Article may not be waived.

(b) Any payee who has transferred structured settlement
payment rights to a transferee without knowledge of the
requirements set out in this Article may bring an actiion against
the transferee to recover actual monetary lioss or for damages up
to five thousand dollars ($5,000) for the wviolation by the
transferee, or bring actions for both. The payee is entitled to
attorneys’ fees and costs incurred to enforce this Article. In.
addition, all wunpaid structured settlement payment rights

Page 8 S746-CSRU-001
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cransferred as a result of a violation of this Article by any
transferee shall be reconveyed to the payee.

(c) No payee who proposes to make a transfer of structured
settlement payment rights shall incur any penalty, forfeit any
application fee or other payment, or otherwise incur any
liability to the proposed transferee based on any failure of such
trans‘er to satisfy the conditions of this Article.

“§ 1-'43.16. Construction.

Nothing contained in this Articl? shall be construed to
authorize any transfer of structured set*lement payment rights in
contravention of applicable law or to give effect to any transfer
of structured settlement payment rights that is invalid under

applicable law."
Secticn 2. Article 33 of Chapter 1 of the General

Statutes is amended by adding a new section to read as follows:
"§ 1-394.1. Special proceedings to determine authority to
transfer structured settiement payment rights.

when a special proceeding is commenced to obtain authorization
for the transfer of structured settlement payment rights pursuant

to Article 44B of this Chapter, the provisions of this Articie
apply except that the interested parties shall have 30 days to
appear and answer the petition, and all hearings on such
petitions must be conducted before a superior court judge and all
final orders on such petitions must be entered by a superior
court judge."

Section 3. This act shall apply to any transfer of
structured settlement payment rights under a transfer agreement
entered into on or after October 1, 1999, but nothing contained
in this act shall imply that any transfer under a transfer
agreement reached prior to such date is effective.

§746-CSRU-001 Page 9
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