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C
atastrophic and high value 
workers’ compensation 
claims frequently have 
two parts that need to 

be resolved, indemnity benefi ts and 
medical benefi ts. Depending on State 
statutes, both parts of the claims are 
often settled at the same time. While 
the value of indemnity benefi ts can 
be debated by attorneys and claims 
professionals, it is often the medical 
portion of the claim that present the 
biggest challenge to the resolution of 
the workers’ compensation claim.

The settlement negotiations 
and the resolution of large workers’ 
compensation claims are often diffi cult 
due to a host of reasons. The injured 
employee has a level of anxiety about 
what the future holds. There is a level 
of worry over paying future living 
expenses, the cost of on-going medical 
care, and the impact of the employee’s 
injury on their family. Often this anxiety 
about the future leads the injured 
employee to hire an attorney.

When an injury leaves the 
employee with a chronic, lifetime 
medical issue, the employee’s fear of 
what the future holds often makes it 
diffi cult to resolve the medical portion 
of the workers’ compensation claim. 
Injured employees often look at 
the cost of their medical care since 
their injury and make the erroneous 
assumption that their future medical 
care will cost as much per year in the 
future as the medical care has cost 
each year since their injury. Employees 
frequently don’t understand the 
needed amount of medical care will 
taper off with time. 

Injured employees who do not 
have a fi nancial background often 
do not understand the reasons for a 
structured settlement offer, the concept 
and process of how it works, or the 
signifi cant advantages it could have 
for their situation. Frequently, if the 

employee is not properly advised by 
his/her attorney, the employee will say 
“give me the money, and I will manage 
it.” However, once an injured employee 
learns the benefi ts of a structured 
settlement, they often opt for this 
solution to help resolve both their 
indemnity and medical claims.

The injured employee is justifi ably 
fearful of what the future cost of 
medical care will be. A structured 
settlement can bridge the gap between 
the employee’s fear of the unknown 
future medical cost, and the reality 
of the medical care cost. To achieve 
this, a medical cost projection can be 
completed to establish the estimated 
cost of future medical care. A 
structured settlement of the medical 
cost, with an independent administrator 
of the payments for medical services, 
can relieve the injured employee 
of trying to manage these often 
substantial and complex costs.

Structuring both the indemnity 
and medical portions of the workers’ 
compensation claim often work where 
a lump-sum settlement doesn’t, due 
to the way a structured settlement 
pays the injured employee. Instead of 
the injured employee receiving a lump 
sum, the employee receives a series of 
periodic payments over an extended 
period of time, often for the life of an 
employee with a catastrophic injury. 

The structured settlement 
professional, through the use of 
highly rated life insurer annuities, 
designs a payment plan to cover the 
cost of future medical care. These 
plans are based on medical cost 
projections obtained from experts 
who have reviewed the injured 
employee’s medical information. The 
structured settlement professional 
also often arranges a second annuity, 
to cover both immediate and future 
income needs, as well as any other 
miscellaneous costs and expenses. 

To address the injured employee’s 
concerns about their future medical 
care cost, claims professionals and 
attorneys will turn to companies that 
specialize in life care planning. In a life 
care plan, the medical history of the 
injured employee is reviewed – both 
the injury medical history and the 
employees other non-injury medical 
issues (obesity, diabetes, hypertension, 
etc.) that could impact the cost of 
future medical treatment related to the 
workers’ compensation injury. 

It is often the case that a 
substandard age rating, or rated age, 
will be issued for the claimant based 
on their reduced life expectancy from 
all their medical issues, regardless of 
whether they are claim related or not. 
This rated age allows the structured 
settlement broker to recognize 
signifi cant discounts on the pricing of 
the annuities used in their settlement 
designs, giving additional fl exibility to 
the negotiations process. 

The medical professionals providing 
the life care plan will review the 
employee’s medical history to estimate 
the cost of future medical care including:

•	Doctor visits

•	Diagnostic testing

•	Surgical needs

•	Therapeutic treatments

•	Medical supplies

•	Durable medical equipment 
(wheelchairs, hospital beds, etc.)

•	Prosthetic or orthopedic 
requirements

•	Medications

•	Home health care aides or facility 
based medical care

•	Handicap modifi cations of 
residence

•	Medical/handicap 
transportation needs 

At this point, the structured 
settlement professional can play an 
important role in the settlement 
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negotiations. They will sit down with the 
injured employee, and the employee’s 
attorney, to discuss the future medical 
and financial needs. It is often the case 
that a structured settlement design, 
which addresses both the medical and 
indemnity portions of the claim, can 
be created to meet the needs of the 
injured employee while staying within 
the adjuster’s settlement range.

If the injured employee has already 
applied for and has started receiving 
Social Security Disability, or is within 30 
months of being Medicare eligible, the 
life-care plan must be approved by a 
federal government agency, the Centers 
for Medicare and Medicaid Services 
(CMS). The document containing the 
injured employee’s projected future 
medical cost/life care plan is known as 
a Medicare Set-aside Arrangement or 
Medicare Set-Aside Agreement (MSA). 
The medical experts working for CMS 
will review the same medical history as 
the life care planner. CMS will advise if 
they concur with the projected future 

medical care cost or if they disagree. If they disagree, the provider of the MSA can 

review CMS’s objection(s) and make the necessary adjustments to the life care plan 

and resubmit it for approval.

When the injured employee is not on Social Security Disability or will not 

be eligible for Medicare in the next 30 months, the future cost of medical care is 

analyzed and a medical cost projection (MCP) is calculated in the same manner as 

the MSA, but does not have to be submitted to CMS for approval. 

Frequently the amount of money necessary to pay for the future medical care 

can be a large sum, a larger sum of money than most people have experience 

managing. This is where a structured settlement broker can greatly assist the parties. 

An immediate annuity bought from a highly rated life insurance company guarantees 

the funding of the medical care, and an independent administrator manages the 

payments when incurred. Professional administration of the medical benefits 

protects the employee from the risk of mismanagement of the settlement amount 

determined by the MSA of MCP. A structured settlement of the medical cost also 

prevents the unintentional depletion of the medical funds by the injured employee.

With a precise estimation of future medical costs, the claims professional or 

attorney is then ready to negotiate a resolution of the claim with the injured 

employee or employee’s attorney. A settlement of the medical benefits portion of 

the claim can then be achieved because outside experts, not the claims professional 

or the employee’s attorney, have established the future cost of medical care. 

When a structured settlement concept and process are properly explained 

to an injured employee, the employee will often choose the financial security and 

peace of mind that a structured settlement provides. 

The structured settlement of the medical benefits also benefits the workers’ 
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compensation insurer. The cost of 

an annuity that pays out over a long 

period of time is cheaper than paying 

a lump sum now for all future medical 

care, simply due to the time value 

of money, and due to any rated ages 

received on the case. 

For example, let’s say we have a 

45 year old male who needs about 

$10,000.00 in medical care for the next 

25 years, a total cost of $200,000.00. 

The cost of that annuity would be 

about $165,000.00, representing a 

savings of $35,000.00. Additional 

discounts might be available depending 

upon the negotiations, rated ages, the 

design of the annuity, whether lifetime 

payments were needed, and so on. 

To achieve the best results when 

negotiating workers compensation 

cases, it is best to partner with a 

structured settlement company that 

has an in-depth knowledge of the 

process and the marketplace, in order 

to properly design a settlement that 

addresses the medical needs of the 

employee, while obtaining the best 

price for the purchaser.

While a self-insured employer or 

an insurer can shop around for a new 

structured settlement company every 

time they have a large medical claim 

to settle, the more logical approach 

from both a cost and time standpoint 

is to identify a structured settlement 

company with whom a strategic 

partnership can be formed. There are 

several traits the self-insured employer 

or insurer should look for in selecting a 

structured settlement partner.

When choosing a structured 

settlement partner, the self-insured 

employer or insurer should look for 

a company that has offices in all the 

same states as the employer. While 

a structured settlement broker in 

Florida might be willing to fly to 

California to meet with the injured 

employee in a catastrophic claim, the 

same broker cannot afford to do this 

on a case where the purchase price 

of the annuity might be only $50,000. 

Therefore, the structured settlement 

partner needs a geographical spread 

that covers all your business locations. 

The structured settlement company 

selected for a partnership should also 

have a proven track record. Significant 

experience in the structured settlement 

business, local knowledge of the laws 
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and jurisdictions of each State, and efficient internal processes, are critical elements 
when working with a structured settlement company. This will eliminate many of 
the obstacles that prevent less experienced brokers from reaching a structured 
settlement agreement on the complex medical cases.

In addition to geographical spread and experience, the structured settlement 
company needs to have the resources (life insurance companies) to provide the 
best possible price. A structured settlement company that places all its business 
with one or two life insurance companies will not be able to consistently provide 
the best purchase price for the structured settlement. The structured settlement 
company should have business relationships with all of the life insurance 
companies who provide structured settlement annuities. This allows the structured 
settlement company to consistently shop the entire marketplace for the best 
price on each case.

The structured settlement company should have the ability to customize each 
structured settlement to meet the needs of the injured employee. Often the biggest 
issue in resolving workers’ compensation claims is the settlement gap between what 
the self-insured employer or insurer feels the claim is worth, and what the attorney 
for the injured employee is willing to settle for. Having the ability to customize 
the settlement to meet the injured employee needs, including life-care plans, 
while maintaining cost control for the employer or insurer, allows the structured 
settlement company to facilitate a settlement when the claimant, their attorney, and 
the employer or insurer are unable to reach an agreement on their own.

When partnering with a structured settlement company that has the proper 
geographical spread, experience, life insurance company partners, ability to 
customize the structured settlements, and a strong reputation, you can achieve the 
best results in the settlement of your workers compensation claims. 

Taking advantage of the structured settlement process early and often in your 
claims evaluation process, will help insurers and employers settle cases more quickly 
and more efficiently. It is always more advantageous, where jurisdictionally possible, 
to consider the settlement of both medical and indemnity benefits at the same 
time, to maximize the advantages offered through structures. This process can help 
facilitate better settlements on all types of cases, whether they are relatively small, or 
catastrophic in nature. n

Bill Wakelee, MBA, CSSC, is the Marketing Communications Director for Ringler 
Associates. He is a 25-plus year veteran of the claims, insurance and structured 
settlement industries. Bill has co-hosted more than 10 radio shows on the Legal Talk 
Network, is a frequent speaker at industry functions, and has published several articles 
on claims and financial topics. He is a faculty member at the Haub School of Business 
at St. Joseph’s University in Philadelphia, as well an adjunct at Ursinus College. He can be 
reached at bwakelee@ringlerassociates.com.


