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SUMMARY

The Illinois Appellate Court considers whether third-party citation respondents have standing to

challenge a charging order entered against distributional interests held by trusts alleged to be alter egos

of a judgment debtor. The court holds that the respondents have limited standing to contest whether

the charging order reaches a judgment-debtor interest, but may not relitigate the prior New York alter-

ego determination in the supplementary proceeding. It concludes that the respondents’ separate

argument that the interests terminated upon the debtor’s death presents ownership and contractual

issues that must be resolved in a plenary proceeding, not in the summary citation proceeding.
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affirmed

Third-party citation respondents appealed from an order of the Circuit
Court of Cook County granting GF Judgments LLC a charging order
against distributional interests held by trusts that had previously been
determined to be alter egos of the judgment debtor. The appellate court

affirmed.

Standing and the applicability of collateral estoppel's threshold
requirements are reviewed de novo. The circuit court's discretionary
decision whether to apply collateral estoppel after the threshold

requirements are met is reviewed for abuse of discretion.
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QUESTIONS PRESENTED

1.
2.

Whether the LLCs had standing to appeal and challenge the charging order.

Whether the LLCs' standing was forfeited or limited because they were third-party citation respondents

in a supplementary proceeding.

. Whether collateral estoppel could be applied offensively to give preclusive effect to the prior New York

alter-ego determination for purposes of treating the trusts' distributional interests as property attributable
to the judgment debtor.

. Whether applying the prior alter-ego determination exceeded the permissible scope of an Illinois

supplementary proceeding or constituted a new veil-piercing adjudication.

. Whether the LLCs' ownership and termination arguments could be finally resolved in the summary

citation proceeding.

HOLDINGS

1.

The LLCs had standing, at least in part, because the charging order imposed obligations on them as
third-party citation respondents and required them to divert distributions they claimed were not payable

on a judgment-debtor interest.

. GFJ forfeited its argument that the LLCs lacked standing because it raised that argument for the first

time on appeal.

. The circuit court properly applied offensive collateral estoppel to treat the trusts' distributional interests

as property attributable to Freidman for purposes of the charging order.

. The LLCs' claim that any membership interest attributable to Freidman terminated at his death could not

be finally resolved in the summary supplementary proceeding; that dispute belonged in a plenary

proceeding.

. The charging order was within the scope of the supplementary proceeding because the circuit court did

not conduct a new veil-piercing inquiry; it gave preclusive effect to an already litigated alter-ego

determination and applied it to identifiable distributional interests.

KEY QUOTATIONS

“Thus, unlike an ordinary civil action, a supplementary proceeding is confined to the enforcement of an

existing judgment and does not open the door to litigate every tangential dispute.” ( 18)

“Their role is confined to whether they hold assets of the judgment debtor or whether the charging order

exceeds its statutory bounds.” (9 27)



“The circuit court gave that prior determination preclusive effect and then applied it to the issue properly
before it in supplementary proceedings: whether the Trusts’ distributional interests in the LLCs were
attributable to Freidman and could be applied toward satisfaction of the judgment.” (Y 57)

FACTUAL BACKGROUND

A New York state court entered a multimillion-dollar judgment against Evgeny Freidman, which GF Judgments
LLC later acquired and domesticated in Illinois. In supplementary proceedings, GFJ discovered that three
Ilinois LLCs were owned in part by trusts that a New York bankruptcy court had determined were Freidman's
alter egos and held interests transferred to hinder creditors. GFJ sought a charging order against the trusts'
distributional interests in the LL.Cs, and the circuit court granted the request. The LLCs claimed that the trusts
independently owned the interests or that any interest attributable to Freidman terminated at his death under the

operating agreements.

PROCEDURAL HISTORY

A New York judgment against Evgeny Freidman was assigned to GF Judgments LLC and domesticated in Cook
County. GFJ served citations to discover assets on Freidman's estate and three LL.Cs, then sought a charging
order against distributional interests held by the Evelyn and Lindy Funding Trusts. The circuit court applied
collateral estoppel based on a prior New York bankruptcy-court alter-ego determination and entered the charging
order. The LLCs appealed, challenging standing, the use of collateral estoppel, and the scope of supplementary

proceedings.

DISPOSITION
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