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SUMMARY

The Vermont Supreme Court answered certified questions concerning whether a workers'
compensation carrier may obtain reimbursement from, or a future credit against, underinsured motorist
benefits recovered under an automobile policy purchased by the injured employee's employer. The
court held that, under 21 V.S.A. § 624(e), reimbursement or a future credit is permitted only to prevent
a double recovery. The court further held that the employee's economic and noneconomic damages
must be determined and that reimbursement may be taken from the economic-damages portion of the
UIM award.
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PROCEDURAL POSTURE The United States Court of Appeals for the Second Circuit certified

questions concerning the effect of the 1999 amendment to 21 V.S.A. §
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STANDARD OF REVIEW Questions of statutory interpretation were reviewed de novo, with the
statute enforced according to its plain meaning when the legislative

intent was clear.
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answering certified questions.
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QUESTIONS PRESENTED

1. Whether 21 V.S.A. § 624(e), as amended in 1999, permits a workers' compensation carrier to obtain
reimbursement from UIM proceeds recovered under an automobile liability policy purchased by the

injured employee's employer.

2. Whether the workers' compensation carrier may treat the balance of those UIM proceeds as an advance

payment or credit against future workers' compensation benefits.

3. How the statutory exception for preventing double recovery applies to an employee's UIM recovery.

HOLDINGS

1. UIM proceeds recovered by an employee under an automobile liability policy purchased by the
employer are first-party insurance payments or benefits and are not subject to a workers' compensation

carrier's first-dollar reimbursement right.

2. A workers' compensation carrier's right to an offset or credit against future benefits is subject to the same

limitation as reimbursement: it exists only to the extent necessary to prevent a double recovery.

3. The nature and extent of the employee's damages must be determined and the first-party award
apportioned between economic and noneconomic damages. The workers' compensation carrier may
obtain reimbursement only from the economic-damages portion to the extent the employee has already
been compensated for those losses.

KEY QUOTATIONS

“an employee's recovery of UIM proceeds under an automobile liability policy purchased by his employer is a
"first party insurance payment or benefit" that is not subject to the workers' compensation carrier's right to

reimbursement except to prevent a double recovery.” (at 1138)

“Travelers' right to an offset against the balance of Henry's UIM proceeds for future benefits owed, like its

right to recoup benefits paid, exists only to the extent necessary to prevent a double recovery.” (at 1140)

“a workers' compensation carrier has no right to reimbursement from, nor a future credit against, UIM
proceeds that an employee recovers under an employer-purchased automobile liability policy, except to

prevent a double recovery.” (at 1143)

FACTUAL BACKGROUND

John Henry was seriously injured in a two-car automobile accident during the course of his employment. He
received workers' compensation benefits from Travelers and recovered $100,000 from the at-fault driver's

liability insurer, after which $66,060.75 was paid to Travelers for a lien and an advance payment of permanency



benefits. Henry also pursued UIM benefits under a policy he purchased personally and a $400,000 UIM policy

purchased by his employer and issued by Travelers.

PROCEDURAL HISTORY

Travelers filed a declaratory judgment action in the United States District Court for the District of Vermont
seeking reimbursement from, and a credit against future benefits based on, John Henry's UIM recovery. The
district court granted Henry partial summary judgment, later entered judgment awarding him $500,000 in UIM
proceeds free of Travelers' claimed reimbursement and credit rights, and dismissed Travelers' complaint.
Travelers appealed, and the Second Circuit certified the statutory questions to the Vermont Supreme Court,
which reformulated and answered them.

DISPOSITION

other

REMAND INSTRUCTIONS

The reimbursement and future-credit issues must await a determination of the nature and extent of Henry's
damages, followed by an allocation of the UIM award between economic and noneconomic damages. The
carrier may be reimbursed from the economic-damages portion only to the extent necessary to prevent a double

recovery.
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