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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF ILLINOIS
PEORIA DIVISION
KARIN WILLIAMS ,
Plaintiff,
V. Case No. 17-11454AMM -JEH
KEYSTONE PEER REVIEW
ORGANIZATION, INC., and
DENISE RINELL ,

Defendans.

MEMORANDUM OPINION AND ORDER

Presently before the Cowate Defendarg’ Motionsfor Summary Judgment(ECF Ncs.
22 and 38) For the reasons stated herein, Defend2enise Rinell's Motion for Summary
Judgmeni{ECF No. 38), which the Court interprets as a motion to agstone Peer Review
Organization’s (“KEPRO”)Motion for Summary JudgmenECF No. 22) is GRANTED
Defendant EPRO’sMotion for Summary Judgment (ECF N2R)is DENIED. KEPRO’ssecond
Motion for Summary Judgment (ECF No. 55) remains outstanding and will besseldog the
Courtin a separate order.

OVERVIEW

The primaryissue in this case ishetherKEPROunlawfully withheld Plaintiff's wages,
and ultimately terminated her employmdm¢causé’laintiff refused to work unpaid overtinte
make up for hours she had billed to the organization, but had not wokdglIRO is aprivate
organizationcontractedby the State of lllinois t@rovide quality assurance and fiee-service
utilization review in inpatient hospital settings for the State’s Medical Assistangeam. Since

KEPROs first motion for summary judgmens procedural in nature, the Court addresses
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Defendants’second motion for summary judgmeénthich is on the meritef Plaintiff's claimg
in a separate ordeiThe Court limits its background information in this analysis to the procedural
issueghat stand before it.

PROCEDURAL HISTORY

Plaintiff Karin Williams filed suit againsKkEPRO on February 21, 2017, in theenth
JudicialCircuit Court of Illinois, alleging violations of the Illinois Wage Payment @otlections
Act and retaliation for reporting those violations. On April 7, 201ZPRO filed a Notice of
Removal with tis Court asserting the Court has diversity jurisdictiover Plaintiff's claims
pursuant to 28 U.S.C. § 1332, as Plaintiff is a citizelfliobis and KEPRO has its principal place
of business in PennsylvaniaVithin the Notice, KEPROestimated Plaintiff's potential damages
to be in excess dghe $75,000 threshold for federal diversity jurisdiction.

On May3, 2018, KEPRO filed its first Motion for Summary Judgment, arguing Plaintiff
lacks standing to bring her claims atigtthe doctrine of judicial estoppalsobars heccauses of
action OnMay 9, 2018, KEPRO revived its Motion for Summary Judgmem refiling it, after
the Courtentered Plaintiff's First Amended Complathe day prior. On May 30, 2018, Plaintiff
filed herResponséo KEPRO’ssummary judgment motigand on June 7, 201BEPROfiled its
Reply.

On June 4, 2018, Defendant Denise Riragltjed by Plaintiff's First Amended Complaint
(Rinell is a citizen othe state of Missou, filed her Motion for Summary Judgment, requesting
to “hereby join[ ] in and adopi[ by reference codefendafEPRO’s] Combined Motion for
Summary Judgment and Brief in Support[.]” (ECF No. &Erpultaneously, Rinell filed a Motion
to Dismiss Counts IV and VI of Plaintiff's First Amended Complaimiich the Court granted in

part and denied in part on August 16, 2018. (ECF No. 50.)



In its August 16, 2018Crder,the CourtdismissedPlaintiff’s retaliation claim(Count 1V)
underthe Wage Payment and Collection Act, 820 ILCS 115 (West 2018), against Rinell and
allowed Plaintiff's claim(Count VI) under thelllinois Minimum Wage Law, 820 ILCS (b
(West2018),to proceed. The Court alsdeclaredit would reserve ruling orthe summay
judgment motionsat handuntil the bankruptcy couttadthe opportunity to examine Plaintiff's
effort to reopen her case. (ECF No. 50 at 1-2.) This Order follows.

PLAINTIFF'S BANKRUPCTY HISTORY 1

Plaintiff, andher husbandfiled a Chapter 13bankruptcy petitioron October 11, 2012.
They disclosed their assets on their bankruptcy schedules, representing tuthand their
creditors that at the time of filing théhapter 13petition, they had no assets other than those
disclosed on their bankruptcy schedules. On December 6, 2012, the bankruptcymciiumied
Plaintiff's Chapter 13plan, which called for monthly payments over the course of sixty months.
Theplan was completed in June 2017, all creditors were paid in full, addlp®, 2017, Plaintiff
was granted a discharge

On February 21, 2017, four and a half months before her bankruptcy was discharged,
Plaintiff filed the lawsuitt hand Plaintiff continued to make payments under the bankrugécy
from the timeshefiled theinstantsuitto the timetheplan was completed. Subsequent to thedil
of thissuit, however Plaintiff failed to amend her bankruptcy schedules to disclose any additional
assets, potential assets, or causes of acRtantiff also failed taadvise theChapter 13rustee of
hersuit.

Approximately one year after Plaintiff filed her lawsubunsel for KEPRO tooker

deposition where it was discovered tR#intiff inadvertently failed to disclodeer lawsuit as an

! Theinformation in thissection is takefrom the bankruptcy court's summary in Movember 30, 2018)pinion.
(ECF No. 581 at 23; In re Williams No. 1282275, 2018 WL 6287968, at *1 (Bankr. C.D. lll. Nov. 30, 2018).
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asset tahe bankruptcy courtCounsel for KEPRO advised Plaintiff's attorney that the lawsuit
should have been disclosed to the bankruptcy court prior to the dischargélay 24, 2018,
Plaintiff filed a motion to reopen h&hapter 13 case for the purpose dfattising the lawsuit at
hand as an asset of the bankruptcy estate.

On November 30, 201&ebankruptcy courissued armrder,stating (1) Plaintiff'smotion
was allowed and hert@pter 13 case was reopened; (2) Plaintiff would have 14 days from the date
of the order to file amended schedules for her employment claim and lawsui3) dimel apter
13 Trustee would have an additional 14 days from the date the amended schedeil@iedver
respond. On December 4, 2018, Plaintiff filed amended schedules witth#miruptcy court,
which included her claim in the suit at hand.

Finally, on February 4, 2@] the Trustegespondedhat“1. On December 4, 2018, the
[Plaintiff] filed a Schedule of PodRetition Property disclosing a potential claim. against her
former employer. 2. The Trustee has reviewed the Schedule ofPEttsdbn Property and
determined that no further administrative action is required. The Debtor’s plairdedy/ gaid
100% of all filed claims rendering any additional action or administration ursages
(ECFNo. 59-1 at 1.)Plaintiff's chapter 13 bankruptcy case was officially closed the same day

LEGAL STANDARD

Summary judgment igppropriateif the movant shows that there is no genuine dispute as
to any material fact anfit] is entitled to judgment as a matter of lawFeD. R. Civ. P. 56(a);
Celotex Corp. v. Catrett 77 U.S. 317, 322 (1986). The moving party has the burden of providing
proper documentary evidence to show the absence of a genuine issue of materizéltaets
477 U.S. at 323. “[T]he nonmoving party must [then] show evidence sufficient to establish every

element that is essential to its claim and for which it will bear the burden of prooff atiedrich



v. Ocwen Loan Servicing, LL.@39 F.3d 583, 591 (7th Cir. 2016) (internal citation omitted).
facts and reasonable inferences are construed in the light masthievio the nonmoving party.
Laborers’ Pension Fund v. W.R. Weis Co., |89 F.3d 760, 766 (7th Cir. 2018).

DISCUSSION

Defendants raise two arguments in their summary judgment magida why they are
entitled to judgment as a matter of laWhe firstarguments that Plaintiff lacks standing to bring
her claims because “any cause of action that accrues during the pendency oftex CBap
Bankruptcy is the property of the bankruptcy estate.” (ECF No. 12 atThe seconérgument
is that “by failing to disclose her potential claims in the instant lawsuit to theugokrcourt,
[P]laintiff is judicially estopped from contending that she is entitled to dasneggéhe instant
litigation.” (Id. at 2.) The Court disagrees. Dued¢gentacivity in Plaintiff’'s bankruptcy case,
and considering thaeclaratios of thebankruptcytusteethere issufficientevidence in the record
to demonstrat®efendants are not entitled to summary judgneenthe aforementioned issues.

l. Plaintiff Has Standing

The first issue for the Court to decide is whether Plaintiff has ownershipshieher own
legalclaims since she initially failed to notify the bankruptcy court that she was téiaragtion
at handand she did not bring her lawsuit on behalf of the bankruptcy estate. Here, then@surt f
Plaintiff does have standing, as tienkruptcycourt permitted Plaintiff to reopen her Chapter 13
case, tharustee relinquished any ownership interest/rights in Plaintiff's kawilclams andthe
bankruptcy ourtonce again closeflaintiff’'s Chapter 13 casghortly thereafter.

Defendants argue Plaintiff lacks standibgcauseRule 6009 of the~ederal Rules of
Bankruptcy Procedurstands for the proposition thd&a debtor can pursue legal clairfos the
benefit of the estatdut lacks standing to bring a case for her own benefit.” (ECRRat 7)
(emphasis in original) Defendants then citeainey v. United Parcel Servicecin466 F. App’x

5



542 544(7th Cir. 2012)to bolstetheir contention that whembankruptcycases closed, a debtor
will be estopped fromringng any claims for her own benefit if those claims “were concealed
from creditors during the bankruptcy prodeeys.” (Id.) Defendantdinally argue the case at
hand isfactually similar toVan Horn v. Martin No. 5:13cv-74, 2015 WL 925895t *1 (E.D.
Ark. Mar. 3, 2015)aff'd on other grounds812 F.3d 1180 (8th Cir. 201&yhere thedistrict court
ruled the debtor failed to have standing because his claim remained proptybainkruptcy
estate. I@. at 8.)

“A plaintiff's standing determines a court’s jurisdiction to Héar suit and is an essential
component of Article IlI's caser-controversy requiremefit.Lujano v. Town of CicerdNo. 07
C-4822, 2012 WL 4499326, at *5 (N.D. Ill. Sept. 28, 20A)jng Lujan v. Defenders of Wildlife
504U.S.555, 560 (1993) “As such,'standing must be present at all stages of the litig&tion.
Id. (quoting Parvati Corp. v. City of Oak Forest, lllingi$30 F.3d 512, 516 (7th Cir. 20).0)
“A plaintiff has standing to sue when she alleges a ‘distinct and palpable thatris capable of
being redressed if her request for relief is grantdd(quotingValley Forge Christian College v.
Americans United for Separation of Church and State, #®1 U.S. 464, 475 (1982)).

The situation at hand is nearly identical tedhat our sister court addressed.ujano v.
Town of CicerpNo. 07C-4822, 2012 WL 4499326, at 2% (N.D. Ill. Sept. 282012). Here, as
in Lujano, Defendants do not argue that Plaintiff lacks Article Il standirsghexr complaint
indicates an injury traceable to Defendardfieged actions. Instead,Defendants argue that
Plaintiff lacks“prudential standifgbecausdhe bankruptcyestateretairs ownership interest in
herclaimssince she failed to notify the bankruptcy court of this lawsuit before her Ci&atase

wasinitially closed on July 6, 2017.



There are two concepts of standing. There is Article Il standing, which esanrinjury
in fact, and there is “prudential standing,” a more complex, jutdg@ee concept of standing.
MainStreet Organization of Realtors v. Calumet City, BO5 F.3d 742, 744 (7th Cir. 2007).
“Prudential standing considerations generally prohibit a litigant’s giaimother person’s legal
rights.” Id. at751 n.1. ‘A plaintiff can allege an injury that satisfies Article 11l and still be without
prudential standing when she does not assert her own legal claims or iritdrestiso, 2012 WL
4499326, at *5 (citing FMC Corp. v. Boesky852 F.2d 981, 988 (7th Cir. 1988)“Unlike
constitutional standing, defects in prudential standing do not act as limits on a sabjést
matter jurisdictior’ Id. (citing 6A Wright & Miller, Federal Practice and Procedure § 1542 (2d
ed. 2009)).

Defendants argue “if the [debtor] does not disclose assets by the timenknapbey is
closed, it forever remains property of the estate, and the trustee remains plaetyaa interest.”
(ECF No. 22 at 7.)Thismantra (as it applies to Chapter 7 bankruptcies) is inapposite to the case
at hand asPlaintiff’'s bankruptcy was filed under Chapter 13, her bankruptcy case o@snex
to allow her to file amended schedules, and the bankruptcy trustee relinquished antp Hght
lawsuitbefore recommending Plaintiff's case be cloagdin. Moreover,Bankruptcy Rule 6009,
which applies to Chapters 7, 11 and 13, directs that “[w]ith or without court approveistee
or debtor in possessiamay prosecute . . . or commence and prosecute any action or proceeding
in behalf of the estate before any tribundreb. R. BANKR. P. 6009 (emphasis addedis such,
Chapter 13 grants the debtor possession of the estate’s property, which ineludegat or
equitable interests of the debtor in property as of the commencement of the CabkeV. Ivy
Tech State Colleg00 F.3d467, 472-737th Cir. 1999)overruled on other grounds il v.

Tangherlinj 724 F.3d 965 (7th Cir. 2013); 11 U.S.C. 8§ 541(a)(1).



Here,Plaintiff had the authority to prosecute the claims at hand when the baykraoptt
allowed her to reopen her bankruptcy case and file amended schedules to includestner law
Plaintiff retained standing, without regard to any potential ownership inteyéke estate, when
the bankruptcy trustee relinquished any interest in her claim and suggested her bamcksgtc
once again be closed. Since Plaintiff had prudential standing totbisngwsuitat both of thee
junctures the Court will not dismisker claimsfor lack of prudential standing now.

The SeventltCircuit used similar reasoning Raineyv. United Parcel Service, Inc466
F. App’x 542, 544 (7th Cir. 2012)vhen itvacatedhe district court’orderdismissing plaintiff's
case because the plaintiff had reopened his bankruptcy case and informedtéee afruss
previously undisclosed legal claims. More importantly, the Court of Appeals allagethd
district court suggested) plaintiff to pursue his discrimination claims becasideahkruptcy
proceeding was reopeneahd the trustee was made aware of the pending clddns.

Finally, the evidence in the record demonstréiesankruptcyrtistee relinquisheandor
abandonedill ownership interesin the proceeds of Plaintiff's claims wheinedeclared “[I]
[have] reviewed the [amended schedule] and determined that no further administrativesaction i
required . . . . [tlhe [Plaintiff] has already paid 100% of all filed claimsleeing any additional
action or administration unnecessary(ECF 591 at 1.) For theaforementionedeasons,
Plaintiff's claims are ndongerthe property of the bankruptcy estate, &efendants’ summary
judgment motion on the issue of standin@ENIED.

Il. Judicial Estoppel does not BaPlaintiff's Claims

Defendants nexdrgue that Plaintiff should be precluded from bringing the claims at hand
because she failed to notify the bankruptcy court of her legal claims iraitlacd in order to

take advantage of inconsistent positions in separate legal proceedings.ff Pésipbnds by



asserting the doctrine of judicial estoppak been incorrectly applied to thituation at hand, as
the record fails to demonstrate Plaintiff intentionally misled either @owuntder to gain annfair
advantage wer Defendants For the resonsstatedbelow,the Courtfinds that the record, as a
whole, fails to demonstrate Plaintiff was acting in bad faiien she failed to notify the
bankruptcy court of the lawsuit at hand.

The doctrine ofydicial estoppebprevents litigants from manipulating the judicial system
by prevailing in different cases or phases of a case by adopting stemmgpositions.In re
Williams No. 1282275, 2018 WL 6287968, at *3 (Bankr. C.D. Ill. Nov. 30, 2018) (cibiegv
Hampshire v. Maine532 U.S. 742, 749 (2001) The standard for invoking judicial estoppel is
“not reducible to any general formulation or principle,” but there are tfagtors that “typically
inform the decision whether to apply the doctrine in a particular’cédeat 750. First, “a party’s
later position must be clearly inconsistent with its earlier positisecond, “the party [must]
[have] succeeded in persuading a court to accept that party’'s earligorposd that judicial
acceptance of an inconsistgosition in a later proceeding would create the perception that either
the first or second court was misled;” and third, “the party seeking to assecbasistent position
would derive an unfair advantage or impose an unfair detriment on the oppasipgf not
estopped.”ld. at 75051 (internal citations omitted).

In the situation at hand, Plaintiff filed for Chapter 13 bankruptcy in October 2012. She
disclosed all of her assets on the proper bankruptcy schedules, and represaetbdn@rufcy
court and her creditors that at the time of filing her petition, she had no other thesethose
disclosed on the schedules. On December 6, 2012, the bankruptcy court confirmed ®laintiff’

bankruptcy plan, which called for monthly payments overcthese of sixty (60) monthsHer



plan was completed in June 2017, all creditors were paid in full, and one month latéff Ries
granted a discharge.

On February 8, 2018, Plaintiff was deposed for dlams at hand, during which time
opposing counsel asked Plaintiff if she “ever amend[ed] [her] bankruptcy plan tdyidésti
presence of this lawsuit?” (ECF No.-8@t 13.) Plaintiff replied that she didn’t know she could
or should.Id. On May 3, 2018, EPRO filed the summary judgment motion at hand identifying
the issue of standing, and on May 24, 2018, Plaintiff filed a motion to reopen her Chapter 13
bankruptcy case in order to file amended schedules and to disclose this suit, whachntesby
thebankruptcy court over KEPRO’s objections.

The record before the Court fails to demonstrate Plaintiff hadefayiousntent infailing
to inform the bankruptcy court of the lawsuit at hand in the latter pdfelofuary2017. The
bankruptcy court agreed with this conclusion when it observed:

Here, [Plaintifff had no motive to conceal the lawsuit against KEPRO from the

Court. The [Plaintiff’'s] Chapter 13 Plan provided for full payment to their creditors.

From the time the cause of action arose, [Bffficontinued to make all payments

until the plan was completed and all creditors were paid in full. The [Plaintifgmad

no calculated decision to conceal information from the Court . . . . The [Plaintiff

derived no benefit from failing to disclose th&wsuit on their bankruptcy

schedules, anthe Court can find no motive to conceal the lawgiien that the

Debtors’ [Clhapter 13 Plan provided for full repayment to all creditors. Further, no

creditors will be prejudicethy the reopening of this caséhe presence of this

additional asset would have added nothing to the bankruptcy estate for the benefit
of creditors, as creditors stood to be paid the same amount regardless of its
presence. Therefore, the [Plaintiff's] actiomere not intendetb make a mockery

of the judicial system. The doctrine of judicial estoppel is not applicable to this

case.

Williams, 2018 WL 6287968, at *@mphasis added)'his Court concurs with the findings of the

bankruptcy court For the aforementioned reasons, construing all facts and reasonable @ferenc

in Plaintiff's favor, Defendants fail to demonstrate that this Court or the baokraptrt was
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misled by Plaintiff's failure to disclose the lawsuit at hand in 20¥&ccordingly, Defendants
motion for summary judgment on the issue of judicial estoppel is DENIED.
CONCLUSION
For the reasons stated herein, Defendant Rinell’s Motion to Join KEPRO'’s Motion f
Summary Judgment (ECF No. 38) is GRANTED, &idPRO’s first Motion for Summary
Judgment (ECWNo.22) is DENIED. KEPRO’s second Motion for Summary Judgment

(ECFNo. 55) remains outstanding and will be addressed by the @oaideparate order.

Entered on March 4, 2019. /s/ Michael M. Mihm
Michael M. Mihm
United States District Judge
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