The Hidden Cost Of Cashing Out A Georgia Structured Settlement
Early

Why That Lump Sum Offer Is Rarely As Generous As It Sounds

A man recovering from a serious injury settles his case for a structured settlement that pays
him steady monthly income for the next twenty years, exactly the kind of financial stability his
lawyer recommended to cover ongoing medical care. Eighteen months later, a company he's
never heard of calls with an offer to buy out his remaining payments for a single lump sum,
framed as an easy way to pay off debt or cover an unexpected expense. What the caller doesn't
mention is that the lump sum on the table represents a fraction of what those payments are
actually worth.

Structured settlements exist to protect injury victims from exactly this kind of pressure, and
Georgia law puts real guardrails around any company that wants to buy those future payments
out from under someone. At the Law Offices of Gary Martin Hays & Associates, P.C., our
Georgia personal injury lawyers regularly field questions from former clients approached by
factoring companies, and understanding how these deals actually work can save an injury
victim from giving up far more than they realize.

Structured Settlements Are Designed To Protect Injury Victims Over Time

A structured settlement is a negotiated arrangement, typically funded through an annuity, that
pays an injury victim over time instead of in one upfront check. Georgia law defines the terms
governing these arrangements under O.C.G.A. § 51-12-72, which sets out exactly what qualifies
as a structured settlement and how a transfer of those future payments has to be handled. The
whole point of structuring a settlement this way is to guarantee an injured person a predictable
income stream for medical bills, lost earning capacity, or ongoing care, rather than a single sum
that can run out faster than the injury's long-term costs.

That predictability is precisely what factoring companies are buying when they offer a lump
sum for someone's future payments, and it's exactly why Georgia doesn't let those deals
happen without oversight. Structured settlements also carry a tax advantage that a lump sum
buyout gives up entirely, since the periodic payments from a properly structured personal
injury settlement generally remain tax-free, while the proceeds from selling those future
payments can lose that favorable treatment depending on how the transaction is structured.

A handful of problems tend to show up in the lump sum offers we've seen presented to former
clients:

e Deep Discount Rates Hidden Inside The Math: A factoring company's present-value
calculation often applies a discount rate far steeper than any bank would charge on a
loan, quietly shrinking the payout to a fraction of the payments' real worth.

e Loss Of Guaranteed Future Income: Once those payments are sold, there's no getting
them back, even if the lump sum runs out long before the original payment schedule
would have ended.
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e Aggressive Marketing Aimed At Financial Stress: Many of these offers arrive at the
exact moment someone is dealing with an unexpected bill, which is precisely when a
bad deal looks most appealing.

* No Independent Advice Built Into The Sales Pitch: A factoring company has no
obligation to tell a seller they'd be better off financing the expense another way instead
of giving up decades of guaranteed income.

Georgia's Court-Approval Requirement For Settlement Transfers

Georgia doesn't allow a structured settlement transfer to close on a handshake. Companies
that purchase structured settlement payments have to register with the state under rules
enforced through Georgia's structured settlement purchase company regulations, and any
actual transfer of payment rights requires a judge to review and approve the deal before it
becomes final. That court review exists specifically to catch the kind of lopsided, high-discount
transfers that leave a seller far worse off than the settlement was ever designed to allow.

A judge reviewing a proposed transfer looks at whether the deal serves the seller's best
interest, taking into account the discount rate applied, any dependents relying on that income,
and whether the seller understood what they were giving up. A factoring company that skips
proper registration, or that pressures a seller to waive the right to independent legal advice
before the hearing, has cut corners that a court can, and often should, refuse to approve.

How A Georgia Transfer Approval Hearing Actually Works

The court approval process built into Georgia's transfer rules isn't a rubber stamp, at least not
when it works the way it's supposed to. Once a factoring company and a seller agree on terms,
the deal gets filed with a Georgia court, and the seller receives formal notice of a hearing date
along with a disclosure statement spelling out the discount rate, the effective interest rate, and
exactly how much less the lump sum is worth compared to the original payment schedule. A
judge is required to find that the transfer is in the seller's best interest, accounting for any
dependents, before signing off.

In practice, that hearing gives a seller one last opportunity to back out or renegotiate before
the deal becomes irreversible, but only if the seller understands what the disclosure statement
is actually telling them. Factoring companies aren't required to explain the math in plain
language, and a seller who walks into that hearing without independent advice often has no
real way to evaluate whether the discount rate on the page is reasonable or predatory. That's
exactly the gap an attorney familiar with structured settlement transfers can close before the
hearing ever happens, not after a bad deal has already been approved.

Federal Consumer Guidance Warns About These Deals

The Federal Trade Commission has published consumer guidance specifically warning people
what to know before selling structured settlement or disability payments, including the
reminder that sellers have the right to shop the deal to multiple buyers and to walk away if the
terms don't work in their favor. That guidance exists because the FTC has seen enough of these
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transactions go badly for consumers who felt rushed into signing before they understood the
real cost.

Before agreeing to any offer, a seller should run through a short list of protections the law
already gives them:

1. Compare The Discount Rate To Market Interest Rates: A rate far above what a bank
would charge on an ordinary loan is a warning sign the deal favors the buyer, not the
seller.

2. Get Independent Financial Advice Before Signing: Advice paid for or arranged by the
purchasing company isn't independent, no matter how it's framed.

3. Confirm The Company Is Registered With Georgia's Secretary Of State: An unregistered
purchaser operating outside Georgia's structured settlement rules is a serious red flag
on its own.

4. Remember A Judge Can Reject The Deal: The court approval hearing exists specifically
to stop transfers that don't genuinely serve the seller's best interest.

Skipping any one of those steps is how a manageable short-term need turns into decades of lost
income.

Consider a woman who settled a serious car accident claim with a structured payout designed
to cover fifteen years of ongoing physical therapy. A factoring company offered her a lump sum
framed as a way to cover a home repair, and only after consulting an attorney did she learn the
offer represented barely half of what those payments were actually worth over time. Our
overview of how a life care planner helps maximize compensation explains why that original
structured payout was calculated the way it was in the first place, and why giving it up early so
rarely makes financial sense.

When A Structured Settlement Interacts With Other Claim Issues

Structured settlement questions often come up alongside other post-settlement disputes we
handle regularly, including hospital liens and provider claims that can eat into a settlement
before a client ever sees the full amount, and situations where an insurance company's lowball
offer shaped the original structure of the deal in the first place. Understanding how jury
verdicts differ from negotiated settlements also helps explain why a structured payout was
chosen over a lump sum verdict to begin with in many serious injury cases.

Georgia's 2025 tort reform legislation, commonly referred to as SB 68, changed several rules
around how damages get calculated and disclosed in personal injury cases, including provisions
addressed in our analysis of the SB 68 phantom damages rule. Those changes make it even
more important to understand exactly what a settlement is worth before any decision to sell
future payments enters the picture.

Protecting What A Settlement Was Designed To Provide

We help clients evaluate factoring offers honestly, comparing the real present value of a
proposed lump sum against what a structured settlement was actually designed to pay out over
its full term. We also help clients understand our personal injury case value resource so they
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walk into any settlement negotiation, structured or otherwise, with realistic expectations from
the start. Since 1993, our Georgia personal injury lawyers have recovered over $1 billion for
injured clients across the state, and part of protecting that recovery means making sure a client
isn't talked out of it years later by a factoring company's discounted offer.

We handle personal injury cases on a contingency basis from the very beginning, so there's
never an upfront fee and nothing owed unless we recover money on your behalf. If you're
weighing whether to sell a structured settlement, or you have questions about a settlement we
helped negotiate, contact us before signing anything.
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