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INTHE UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

Inre
ELENA HERNANDEZ 17 CV 3230

Debtor/Appellant.
Judge JorgelL. Alonso

N N N N N N N N N

MEMORANDUM OPINION AND ORDER

DebtorElena Hernandeappeals to this Court, pursuant to 28 U.S.C. § 158(a)(1), from a
decision of the United States Bankruptcy Calemyingdebtor’s claimed exemptioof her
workers’ compensation claim andsaciated proceedd-or the following reasons, the
bankruptcy court’s decision is affirmed.

BACKGROUND

On December 1, 2016, Ms. Hernigz filed a Chapter Bankruptcy petition in the United
States Bankruptcy Court for the Northern District of lllinois. On Scheduleh€ ckimed as
exempt apending verkers’ compensation clainunder820 ILCS 305/21(section 21 of the
lllinois Workers’ Compensation Ait which states “[n]Jo payment, claim, award or decision
underthis Act shall be assignable or subject to any lien, attachment or garnishment, &d be h
liable in any way for any lien, debt, penatiy damages.’(SeeAppellant Designation of R. on
Appeal at25, 76 (hereinafter, “R.”), ECHNo. 41.) The claim, as valued by Ms. Hernandez,
comprised $31,000 of the $32,300 total assets listed. (R..aOR1December 3, @16, Ms.
Hernandez settled her orkers compensation claimwith her employerwithout trustee

knowledge or bankruptcy court approval. (R. at 72.)
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The creditordgdentified by Ms. Hernandein her Chapter 7 bankruptcy petiti@onsist
solely of medical providergR. at29-32.)Included therein are Margudedicos Fullerton, LLC,
Medicos Pain and Sgical Specialists, S.Cand Ambulatory Surgical Care Facility, LLC
(together, thé'Objecting Creditors)—certainmedical providers who provided services tg.M
HernandeZor the injury associated with harorkers’ compensation clainild.) On February 3,
2017, the Objecting Creditors filed an objectionto Ms. Hernandez's claime@&xemption
(Appellant Br. at 2 (citing R. at 71).)

On April 12, 2017, the bankruptcy couneld a hearingn the objection(Apr. 12, 2017
Tr. at 1, ECF 5) Ms. Herrandezmaintained that “under lllinois law [] a workers’ compensation
claim award that is properly listed is 100 percent exempd.” gt 8:23-25.) The Objecting
Creditorscontended thagxempting the claim would “write [them] out of [their] statutoights
under lllinois law to partipate and protect [their] rightsregarding payment for medical
services renderedld. at 321-23.)The bankruptcy court sustained the objection and denied Ms.
Hernandez’s claimed exemption of the proceeds associatedhett workers’ compensation
claim. (R. at 90.)

On April 27, 2017, Ms. Hernanddited a motion for leave to appeal an interlocutory
order, which this Court granted. (R. at 92-93.) This appeal followed.

DISCUSSION

“In an appeal from a bankruptcy court’s decision, . . . the bankruptcy court’'agsadf
fact are upheld unless clearly erroneous and the legal conclusions are redeem@a’ In re
A-1 Paving & Contracting, In¢.116 F.3d 242, 243 (7th Cir. 1997)A debtor’s entitlement to a
bankruptcy exemption is question of law Matter of Yonikus996 F.2d 866, 868 (7th Cir.

1993),abrogated on other grounds by Law v. Sie@84 S. Ct. 1188 (2014).



Chapter 7 of the Bankruptcy Cogeovides ‘an insolvent detor the opportunity to
discharge higlebts by liquidating his assets to pay his creditdraw, 134 S. Ct. at 1192 he
filing of a bankruptcy petitionunder Chapter Zreates an estate inclusive ‘@il legal and
equitable interests of the debtor in property as of the commencement ofdlieldasl.S.C. §
541(a)(1).Essentially all the debtor’s properigcluding any causes of actiphecomes property
of the bankruptcy estat®utzier v. AceHardware Corp, 50 F. Supp. 3d 964, 982 (N.D. Ill.
2014).The bankruptcyestatas placedunder the control of a trustee, 11 U.S.C. § 704, alboe
“is responsible for maging liquidation of the estateassetanddistribution of the proceeds.”
Law, 134 S. Ct. at 1192'This exclusive authorityto administer and dispose of the estate]
includes the right to pursue the debtor’s-petition causes of actionPutzier, 50 F. Supp. 3d at
982.

Pursuant tdll U.S.C. § 522(b), a debtor may exeropitainproperty Exempt property
is “removed from the sweeping scopetbé bankruptcy estate” antbt liquidated to satisfy
creditor claims. 11 U.S.C. § 522(®Matter of Yonikus 996 F.2d at 870llinois has opted out of
the federal exemption scherrell U.S.C. § 522(d) of the Bankruptcy Co@85 ILCS 5/12
1201, anchn lllinois debtor can “utilize only those exemptions allowed under lllinois lbw.é
Swiontek376 B.R. 851, 864 (Bankr. N.D. Ill. 20070 exempt property, deb®mustclaimthe
property as exemph the schedule of assets of thbankruptcy petition. Fed. R. Bankr. P.
4003(a).An exemption can only be claimed on property after firgt part of the bankruptcy
estate.Matter of Yonikus 996 F.2d at869. Oncethe debtor claims rpperty as exempthe
trustee orcreditorsmay object to the claimedxemption.11 U.S.C. 8522f| The bankruptcy
court then determinewhetherthe property is exempSeeFed. R. Bankr. P4003(c). Under

lllinois law, the court may exempt property witspect to certain claimsithout exempting it



with respect to all claims In re Fisherman 241 B.R. 568, 5745 (Bankr. N.D. Ill. 1999)
(exemptions may bévalid as to some claifisbut “invalid as toothers); see alsoln re
Eichhorn 338 B.R. 793, 797 (Bankr. S.D. Ill. 2006) (property held in ten@ycthe entiretyis
exempt from claims against only one of the tenants, but not exempt from claims inalhich
tenants are liable).Such a result does not run afoul of the Bankruptcy Code, which broadly
empowers states to define the scope of their exemptiGegln re Ondras 846 F.3d 33, 336
(7th Cir. 1988) (holding that 11 U.S.C. § 588esnot prohibit stee exemption scheme that
“place[s] property beyond the reach of only certain creditoms. €ontract creditors) while
keeping the property within the reachother creditorsije] tort creditors”).

Ms. Hernandez, relying oim re McClure 175 B.R. 21 (Bankr. N.D. Ill. 1994¢ontends
that her claim and any associated proceadsentirely exkemptunder section 2bf the lllinois
Workers’ Compensation Act (“WCA” In McClure, the bankruptcy court helthe language of
section 21—“[n]Jo payment, claim, award or decision under [the WCA] shall be assignable or
subject to any lien, attachment garnishment, or be held liable in any way for any lien, debt,
penalty or damages*exemptsworkers’ compensation clainisom any bankruptcy estateven
though it does notexplicity mention bankruptcyor “employ the words ‘exemption’ or
‘exempt.” Id. at 23.

The Court fully agrees with thilcClure decision that, based on section 21, workers’
compensation claims are exempt from a debtor’'s bankruptcy estate st ggaieral creditors.
But critically, in 2005, eleven years aftdétcClure was decided,hie lllinois General Assembly
amended the WCAThe Court agrees with the Objecting Creditors that, basdtie text of the
2005 Amendments, workers’ compensation claims and associated proceeds are not gkempt wi

respect to pertinent medical providers.



The 2005 mendmentssignificantly alteredthe WCA by establishinga fee schedule
limiting what medical providers caeollect for certain procedures, 820 ILCS 305/8.2@)d
addingseveral provisions governing how medical providers bill and receive payMedical
providers, upon becoming aware an injury is walated, are requiretb bill employers
directly, instead ofemployees 820 ILCS 305/8.2(d) During the pendency of any dispute
between the employesn@ employer over whether the injury is compensable under the, WCA
medical providers are to “cease any and all efforts to collect payrtent’the employee20
ILCS 305/8.2(65), (e10), butany statute of limitationsr statute of reposapplicable to th
provider’s collection efforts igolled. Id. Although collectionanust ceaseavhile thedisputeis
pending, “[u]lpon a final award or judgment by an Arbitrator or the [lllinois Workers’
CompensationCommission, or a settlement agreed to by the employertlan employee, a
provider may resume any and all efforts to collect payment from the ereployéhe services
rendered to the employee and the employee shall be responsible for payamgnbatstanding
bills for a procedure, treatment, or service rendered by a provider.” 820 ILCS 36%8)2(

The 2005 amendments to the WCA strikeagance byexpanding benefits, regulating and
restricting what medical providers can charge via the fee schedulgrambiting collection
efforts against an employeéile a dispute over havorkers’compensation claim is pendiragl
of which benefits the employedan exchange forprotecting the medical providers’ ability to
resume collection effortagainst the employee if her disputelhim is ultimately resolved
against her, or, more to the point, if she settles with the empB8@1L.CS305/8.Ze-5), (e-10),
(e-20). The Court is not persuadit the lllinois legislature devised this complex process, with
the stated interto “hold down. . . medicalosts toinjured workers. . .in a way that does not

harm the injured workersibility to access quality health cdr®4th Ill. Gen. Assem., Senate



Proceedings, May 26, 2005, at @batenents of Senator Croninput at the same time intended
that the vey medial providers whose right to collect paymehe legislature sought to protect
and whoseservicesare integral to the workers’ compensation system, should not be able to resor
to legal process tobtain paymenfrom aninjured employee who has settled k&im with her
employer

“A court must . . interpret [a]statuteas a symmetricalral coherentegulatory scheme
[and] fit, if possible, all parts into an harmonious whol&&eFood & Drug Admin. v. Brown &
Williamson Tobacco Corp529 U.S. 12013233 (2000)(internal citations and quotation marks
omitted). A court’s “primary goal” in construing a statute is “to ascertain and gfifeet to the
intention of thelegislature. . . by reading the statute as a whole and considering all relevant
pars.” Sylvester v. Indus. Comm’'id56 N.E.2d 822, 827 (lll. 2001). Further, the Court must
“construe the statute so that each word, clause, and sentence, if possible, is gisenableea
meaning and not rendered superfluous, avoiding an interpretation which would render any
portion of the statute meaningless or void[, and] presume that the General Assaimbbt di
intend absurdity, inconvenience, or injusticéd. (internal citations omitted)The debtor argues
that the 2005 amendments never mentioali@r the language of section 21 and simply have no
bearing on it, but t@cceptthat interpretatiorwould be to ignore these priptes of statutory
construction. Te debtor’s readingloes not make of the WCA a “symmetrical and coherent
regulatoryscheme,” nor does it “fit . . . all parts into an harmonious whole,” give each part of the
statute a reasonable meaning, or avoid absurdity. The debtor inténprstatute tspecifically
provide that medical providers may coll@etyment for their safices from the injure@mployee
after her disputed claim has been resolvedcep when they have to resort to legal process to

do so. This interpretation is not reasonable.



TheWCA is “designed to ensure prompt and equitable payment of an injuredyaais!
medicalbills.” Marque Medicos Fullerton, LLC v. Zurichm. Ins. Co, 83 N.E.3d 1027, 1041
(ll. App. Ct. 2017). The 2005 Amendmerdsrved this interest byaking employers initially
responsible for payment, but al§arotecting providers’ abilit to ultimately receive paymeént
from employees, if it turned out they were liable for the treatmdnat 1036.To ignore the
provisions ensuring that providers can seek payifinemt the employee once the employer is no
longer liable, whether due to faal award or judgment by an Arbitrator or the Commissmamn
settlement between employer and employee, would not serve those interests.

The Court concludes that section 21 does not provide a blanket exerfiptiorthe
bankruptcy estatéor workers’ comgnsation claims; it exempts those claims as against general
creditors, but noas against medical provideafter the debtor settles her workers’ compensation
claim with her employer.

CONCLUSION

For the foregoing reasons, the bankruptcy court’s decisiaffirmed. This case is

remanded to the bankruptcy court for further proceedings consistent with thisnopini

SO ORDERED. ENTERED: 3/26/18

<

HON. JORGE ALONSO
United States District Judge




