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SUMMARY

The Indiana Supreme Court interpreted an underinsured-motorist insurance policy provision reducing
coverage limits by payments received from a tortfeasor and under workers’ compensation. The court
held that the provision unambiguously operated against the policy limit but was unenforceable to the
extent it reduced coverage below Indiana’s statutory minimum. Because the plaintiff received $25,000
from the tortfeasor and the required minimum coverage was $50,000, the court held he was entitled to
recover the remaining $25,000 from the insurer and reversed the grant of summary judgment.
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DISPOSITION reversed_and_remanded

PROCEDURAL POSTURE Appeal from a grant of summary judgment for the insurer in a breach-
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QUESTIONS PRESENTED

1. Whether the workers' compensation exclusion in the underinsured motorist endorsement prevented
American Family from applying the policy's workers' compensation setoff provision.

2. Whether the phrase "limits of liability of this coverage" required reductions to be applied against the
policy limit or against the insured's total damages.

3. Whether applying the setoff provisions to reduce the $50,000 underinsured motorist limit to zero
violated Indiana Code section 27-7-5-2(a).

HOLDINGS

1. The policy's workers' compensation exclusion did not invalidate or prevent application of the separate
workers' compensation setoff provision.

2. The phrase "limits of liability of this coverage" unambiguously referred to the $50,000 policy limit, not
to Justice's total damages.

3. Although the policy unambiguously applied the setoff against the policy limit, the setoff provision was
unlawful and unenforceable because it reduced coverage below Indiana's statutory minimum.

KEY QUOTATIONS

“This case raises a question of contract interpretation: in an insurance policy, does the phrase “limits of
liability of this coverage” refer to the policy limit or to the insured’s total damages?” (1)

“Thus, in light of that statutory purpose and the holdings of Leist and Hardiman, we conclude Justice is
entitled to recover the remaining $25,000 from American Family. Any policy provision to the contrary is
unlawful and unenforceable.” (12)

FACTUAL BACKGROUND

Howard Justice was injured in a collision with an underinsured motorist while driving an IndyGo bus. He
received $77,469.56 in workers' compensation benefits, settled the workers' compensation lien for $5,511.06,
and received $25,000 from the tortfeasor's insurer. Justice's American Family policy provided $50,000 per-
person underinsured motorist coverage and allowed reductions of the coverage limits for payments from legally
liable parties and workers' compensation benefits.

PROCEDURAL HISTORY

Justice sued American Family after it denied his underinsured motorist claim. The Marion Superior Court
granted American Family summary judgment, concluding that workers' compensation benefits reduced the



$50,000 policy limit to zero. The Indiana Court of Appeals reversed, but the Indiana Supreme Court granted
transfer, vacated the Court of Appeals opinion, reversed the trial court, and remanded.

DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Remanded to the trial court for further proceedings consistent with the opinion, including proceedings
recognizing Justice's entitlement to recover the remaining $25,000 in underinsured motorist benefits.
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