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SUMMARY

The Ninth Court of Appeals of Texas considers whether the trial court properly determined East Texas

Educational Insurance Association’s workers’ compensation subrogation lien during a settlement

hearing. The court holds that the trial court abused its discretion by summarily adjudicating the

carrier’s claim and effectively denying reimbursement for medical benefits without a trial on the

merits or summary-judgment proceedings. The court reverses and remands for further proceedings.
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Workers' compensation carrier ETEIA appealed orders determining the
amount of its subrogation lien, severing its claims, and awarding
reimbursement from settlement proceeds without a trial on the merits

or summary-judgment proceedings.

Abuse of discretion for the trial court's determination of lien amounts;
a trial court abuses its discretion by misapplying the law to established

facts.
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QUESTIONS PRESENTED

1.

Whether the trial court improperly adjudicated ETEIA's workers' compensation subrogation claim and
reimbursement amount at a settlement hearing rather than through a trial on the merits, summary

judgment, or another procedurally authorized method.

. Whether the trial court summarily put ETEIA to trial in violation of Texas Rule of Civil Procedure 245

and due process.

. Whether the trial court erred by failing to award reimbursement for ETEIA's $350,000 payment to TRS-

ActiveCare for medical benefits.

. Whether ETEIA waived its complaints concerning notice, the reimbursement amount, and Texas Labor

Code sections 409.009 and 409.0091.

HOLDINGS

1.

2.

A trial court may not resolve disputed fact issues concerning a workers' compensation carrier's
subrogation claim and reimbursement amount simply through a settlement-related motion and hearing.
The dispute must be resolved by a trial on the merits, a properly conducted summary-judgment

proceeding, a valid settlement agreement, or another method authorized by the procedural rules.

Under Texas Labor Code section 417.002(a), a workers' compensation carrier has a mandatory right to
reimbursement from the net amount recovered in a third-party action for benefits, including medical
benefits, paid for the compensable injury; the carrier is entitled to the first money up to the amount of

benefits paid.

3. Remand, rather than rendition of judgment on the $350,000 medical-benefit payment, was required

because the lack of procedural due process prevented a valid adjudication of the merits.

KEY QUOTATIONS

“The net amount recovered by a claimant in a third-party action shall be used to reimburse the insurance

carrier for benefits, including medical benefits, that have been paid for the compensable injury.” (30)
“There is nothing discretionary about this statute; a carrier’s right to reimbursement is mandatory.” (30)
“litigants cannot be put to trial summarily.” (31)

“Parties cannot resolve disputed fact issues ‘simply on motion and hearing’ without any of the procedural

protections provided by a trial on the merits before a factfinder.” (32)

“We hold the trial court abused its discretion by misapplying the law to the facts of this case when it
summarily adjudicated ETEIA’s subrogation claim during a settlement hearing and effectively denied its right



to “first money” reimbursement of medical benefits paid without a trial on the merits or summary-judgment

proceedings.” (36)
FACTUAL BACKGROUND

Mary Louise Jones, a teacher, was seriously injured in May 2008 while traveling in Mexico in a Toyota van
during an employment-related trip and died from her injuries in November 2008. After the injury was
determined compensable, ETEIA paid temporary income benefits, death income benefits, and medical-related
amounts, including $350,000 paid to TRS-ActiveCare under a settlement and agreed judgment in a separate
workers' compensation proceeding. Jones's beneficiaries intervened in a products-liability action against Toyota,
and ETEIA intervened to assert reimbursement and subrogation rights. During settlement-related proceedings,
the trial court determined ETEIA's lien based only on approximately $419,785.59 in income benefits and

resolved the disputed lien at a hearing without a trial or summary-judgment proceeding.

PROCEDURAL HISTORY

Mary Louise Jones was injured in a 2008 automobile accident and later died from her injuries. ETEIA paid
workers' compensation benefits and intervened in the beneficiaries' third-party products-liability action against
Toyota to assert a statutory subrogation lien. The trial court determined ETEIA's lien amount at settlement-
related hearings, excluded a $350,000 medical-benefit reimbursement payment, entered amended lien orders and
a severance order, and later signed findings of fact and conclusions of law. ETEIA appealed, and the Ninth Court

of Appeals reversed the lien and severance orders, vacated the findings and conclusions, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remand for proceedings consistent with the opinion and for adjudication of ETEIA's subrogation and
reimbursement claims through a jury trial, bench trial, properly conducted summary-judgment proceeding,
settlement agreement, or other method authorized by the Texas Rules of Civil Procedure. The trial court should
protect both the carrier's and the beneficiaries' interests without necessarily setting aside the Toyota settlement.
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