generated and/or collected by him, and the Receivership Estate expenses incurred since August
4, 2017 through October 4, 2017 (the “Reporting Period”).

Introduction
1.

Pursuant to the Order, this Court appointed Handler the Receiver for the Water

Fund. A copy of the Order is attached hereto as Exhibit A.
2.

To assist in his work, the Receiver retained counsel and non-legal professionals

who met with many people and reviewed documents over the past several weeks. The volume of
material and the need for additional information, verification and analysis requires this Report to
be considered preliminary. Future reports will supplement this Report.
3.

The Receiver's duties, responsibilities and activities generally fall into three

categories: (i) identifying, securing, protecting and recovering Water Fund assets; (ii) managing
the Water Fund’s assets to preserve or enhance their value for the benefit of the estate; and (iii)
developing and implementing plans for payment of the Water Fund’s legal obligations. This
Report addresses these general categories in varying degree of detail in relation to the progress
made on each during the Reporting Period. This Report also addresses the Receiver’s efforts to
increase Water Revenue, manage Water-Related Expenses, assist the Water Department in its
mission, comply with the Consent Decree and otherwise improve the overall management of the
Water Fund.

Preliminary Assessment
4.

During the initial days of the Reporting Period, the Receiver and his professionals

undertook a complete tour of Harvey’s above-ground water transmission network. The tour
began at the two City of Chicago water intake vaults where the four water intake main water
lines and meters are positioned. The Receiver noted and observed the condition in and around
the vaults and meters, and the valves themselves. The Receiver also toured and observed the five
main pumps, controls and the reservoirs located at the Main Pumping Station at 149th and Page
Avenue, as well as a sub pumping station at 147th & Sibley. This pumping station is unmanned
and monitored from the Main Pumping Station. The two pumping stations combine and pump
all the water throughout Harvey’s water system. This water system includes five networked
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reservoirs that possess total water capacity of 16.6 million gallons. Three reservoirs are located
at the Main Pumping station, one at 147th & Sibley, and a two million gallon aerial tank is
located in the southern section of Harvey. A flow chart outlining this system is attached hereto
as Exhibit B. The water system services residential, commercial and industrial accounts within
the City of Harvey and five downstream municipalities: Posen, Dixmoor, Hazel Crest, East
Hazel Crest and Homewood. Homewood also services, through the City of Harvey, the
municipality of Flossmoor. As a result, Harvey’s Water Department provides water service to
79,343 residents, according to the US Census Bureau’s 2010 Census. The Receiver also visited
the downstream municipality underground vaults where the main water lines of the City of
Harvey are connected to the main water lines of the downstream municipalities. The vaults are
to be locked at all times and are accessible through a ground level hatch. Within the vaults
joining the two municipality water lines are large meters that measure the quantity of water
flowing through the system. The meters and the vaults are owned by the municipalities and are
maintained by the direction of the City of Harvey at the downstream municipalities’ expense.
5.

The overall condition of these assets as well as Harvey’s other water assets, such

as its water mains, hydrants, meters and other equipment, have to some extent been inspected
and/or reported on by others prior to the Reporting Period. This Receiver will refer to these
reports as appropriate.
6.

The Water Fund includes Water Revenue, Water Funds, and all financial assets of

the Water Department. On an annual basis, the Fund generates approximately $16.5 million
derived from its monthly sales of water to Harvey’s residents, businesses located in Harvey, and
the downstream municipalities. The Water Fund’s annual expenses for obtaining water from
Chicago and delivering it to all of Harvey’s customers is approximately $15.2 million. A
summary of the Water Fund’s revenue and expenses for its 2017, 2016 and 2015 fiscal years
ending in April is attached hereto as Exhibit C. These statements have not been prepared,
audited or reviewed by the Receiver or any of its professionals in accordance with generally
accepted accounting principles. Instead, these were obtained from the Water Fund’s records as
assembled by the Receiver.
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Receiver’s Activities
7.

The Receiver has undertaken and continues to (i) assess the Water Fund’s

financial condition; (ii) locate and preserve (if in the Receiver’s judgment the Receiver deems it
to be in the best interests of the Water Fund) the estate’s assets; (iii) retain counsel for assisting
the Receiver in all court proceedings, litigation and in the negotiating and executing of
agreements necessary for managing the receivership; and (iv) meet with the parties in this case
and other third parties (residential, commercial and municipal customers; bank officers; vendors;
and other contractors) to discuss the management of the receivership. Among other things, the
Receiver did or began the following during the Reporting Period:
a. Prepared a budget to permit the Water Fund to fund the Water Department for
the Water Department to continue its mission;
b. Rejected and/or stopped payment on all the Water Fund’s financial obligations
which, in the Receiver’s judgment, provided little or no benefit to the Water
Fund;
c. Undertook an inventory of the Water Fund’s assets and began to identify,
locate and take dominion over those assets, such as bank accounts at 5th/3rd
Bank and payment sources such as PSN which were not in the Receiver’s
immediate control or possession;
d. Changed the authorized signatures on all the Water Fund’s bank accounts
known to the Receiver, to the control of the Receiver;
e. Verified liability insurance coverage for the Water Fund, maintained the
current liability policies, and secured insurance coverage for this receivership;
f. Implemented a confidential and anonymous tip hotline for use by all Harvey
water customers;
g. Met regularly with Harvey Water Department and Harvey Finance
Department employees;
h. Took site visits of the Water Department’s physical assets, including its
pumping stations, reservoirs, incoming and outgoing water mains and meters;
i. Engaged and met with Receiver’s counsel, Neville Reid, Esq., to develop and
implement legal strategies to execute the mission of this receivership;
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j. Met in person or via phone conference with all the parties, including the City
of Chicago, City of Harvey, City of Homewood and other downstream
municipalities to obtain further information concerning the operations and
financial structure of this estate and potential means of making changes to
improve the Water Fund’s performance;
k. Marshaled the Water Fund’s records; and
l. Undertook management of the Water Fund’s administrative matters.
Some of these activities are described in detail in this Initial Report.

Preliminary Inventory and Accounting
8.

As of October 4, 2017, the Water Fund had the sum of $952,124.70 on hand in

bank accounts under the Receiver’s signature control. However, to enforce its judgment against
Harvey, Chicago has maintained a citation on these accounts, which from a book balance
standpoint, effectively renders these accounts in a negative balance. Copies of the Water Fund’s
bank statements as of September 30, 2017 are attached hereto as Exhibit E. Since October 4,
2017 the Receiver has collected additional net proceeds of the Water Fund’s receivables and has
made disbursements in connection with his duties. Exhibit F summarizes the Receivership’s
banking activities for the Reporting Period.

Receiver’s Preliminary Observations, Actions and Recommendations
9.

The Receiver noted that (i) Harvey’s main water intake vault with three main

lines entering from the City of Chicago had no available lights, (ii) water was collecting at the
bottom of the vault, (iii) one main meter was stuck and not recording water flow, and (iv) one
gate valve was inoperable. Corrective action of pumping out the collected ground water,
relighting the vault and ordering a new water meter was completed during the Reporting Period.
The new main water meter is expected to be delivered in mid-December 2017.The Water
Department, after obtaining competitive bidding, has selected the service organization to install
the new meter once it arrives. Presently, the Water Fund is receiving an estimated bill from
Chicago for the account monitored by the stuck meter.
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10.

Harvey’s Water Department and Water Fund are working with Chicago to

identify the make and model of the defective gate valve. Once the information is identified, the
new valve will be ordered. Chicago will also soon help locate the main shutoff valve to the two
main water vaults so proper repairs can be performed on a timely basis.
11.

A drive controlling one of Harvey’s five main pumps was inoperable; the main

pumping station was operating with four of five main pumps in service. The main drive was
identified, ordered and installed during the Reporting Period. Also at the Main Pumping station
it was noted that an electrical control panel was corroded from chlorine gas and out of operation.
The electrical control panel enables a gate valve to move electronically within the pumping
station. In the absence of electrical power, the pumping station attendant needs to call hourly
water department employees to go into a vault where the main valves were located and manually
open the valves and subsequently close the valves once the proper water flow into the reservoir is
established. The new electrical box was ordered and installed, and a vent was installed within
the room to eliminate future chlorine corrosion. The gate valves are now electronically operated
by the pump room attendant.
12.

Through examination of internal records from the City of Harvey Water Fund and

various annual reports to the Illinois Department of Natural Resources, the Receiver determined
that, over time, anywhere from 13% to 20% of water purchased from the City of Chicago is not
billed to City of Harvey Water Department customers. This water received but not billed is
commonly referred to by Harvey as “non-revenue water”. The Receiver’s recent informal
calculations showed an average loss of 15% of purchased water due to “non-revenue water”.
The cause of “non-revenue water” is believed to be from both physical leaks in the water system,
inaccurate meter reads from old meters, or erroneous meter readings by Harvey personnel.
13.

The Receiver noted that on average 57% of all water purchased from the City of

Chicago is billed by Harvey to the downstream municipalities. During the Receiver’s tour of the
water system, it was also noted that the municipal water meter vaults were in various operable
conditions. Following up on the initial system tour the Receiver recorded the make, model, size
and serial number for all municipal meters. From this the Receiver could determine the
installation date and the age of the meters, which range in age from 2 years to 35 years of age.
Four of the nine meters are more than 26 years old. After consulting with outside meter
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professionals, the Receiver learned that the industry practice is to test heavy use meter accuracy
every other year, and to replace meters after 15 years of high service to prevent losing water
revenue due to inaccurate and/or low meter reads. As a result, the Receiver has approved the
Water Department’s budget to replace eight of nine meters within the next six (6) months. The
expense of the meter and installation, per the agreements with the downstream municipalities, is
to be passed on to the downstream municipalities. Once these old municipal meters are replaced,
the Receiver believes Harvey will be able to record increased water consumption to the
downstream municipalities and realize a substantial increase in billed water revenue.
14.

The Receiver is also reviewing and scheduling replacing old commercial and

industrial meters. At the beginning of the Reporting Period the Receiver noted the Water
department had replaced old meters for one large customer group. The Receiver analyzed
recorded consumption pre- and post-meter replacement, and noted a material increase in
recorded water consumption by the customer, even though that customer had not increased its
operations. As a result, the Receiver has approved the Water Department’s budget and meter
replacement schedule for several commercial and industrial accounts. The cost of the
replacement meter and installation is to be passed on to the customer. The Receiver believes the
new meters will assist in recovering revenue and diminish “non-revenue water”.
15.

The Receiver believes it is imperative for the Water Department to review and

update all commercial meters. For example, one of Harvey’s largest users is Prairie Materials, a
concrete and cement supplier. It was discovered during the Reporting Period that Prairie
Material has been drastically undercharged for its water usage for several years due to a faulty
meter and meter reader. Harvey recently presented Prairie an estimated bill for prior usage in the
amount of $180,000. This bill is currently under discussion with Prairie, and the Receiver
expects these discussions will result in a favorable outcome for Harvey. Regardless, this
discovery has underscored the need for the Water Fund to provide the Water Department the
necessary resources to prevent incidents like this.
16.

To manage these activities the Receiver has established a weekly Capital Projects

Committee meeting with the Water Department Superintendent and Water Department
Supervisors. The Committee’s purpose is to identify, budget and act on all Water Fund-related
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capital projects to (i) promote capturing of all “non-revenue water”, (ii) drive efficiencies, and
(iii) promote security and safety.
17.

In addition to the above-mentioned activities, the Receiver created a fiscal year

2018 budgetary guide for the Water Fund. The budget was based on recent historical data and
the information acquired by the Receiver during the Reporting Period. A copy of the initial
fiscal year 2018 budget, as noted earlier in this report, is attached as Exhibit D. As this
Receivership progresses, the Receiver will refine the 2018 budget and build budgets and
operating plans for fiscal years 2019, 2020 and 2021.
18.

The Receiver has noted discrepancies from Harvey’s recording of water usage

and subsequent billing to downstream municipalities. These discrepancies have resulted in
improper recording of actual water consumption for some of these municipalities. A copy of the
Receiver’s investigative report is attached hereto as Exhibit G.
19.

The Receiver is also currently reviewing the five downstream municipalities’

contractual agreements with Harvey. These agreements all vary in billed rates and contract
conditions. The effective billing rates for the most recent billing period, not the contractual
rates, reveal a range of rates from a low of $.03246 per cubic foot (Homewood) to a high of
$.05357 per cubic foot (Dixmoor). During the next reporting period the Receiver will
recalculate the rates under the current agreements to verify the contractual rate is being charged.
In addition, the Receiver will seek to renegotiate agreements that are not economically feasible
for Harvey.

Receiver’s Proposal for Repayment of Harvey’s Obligations to Chicago:
20.

One of the Receiver’s primary goals in this receivership is to prepare and carry

out a plan for Harvey’s repayment of its obligations to Chicago. During the Reporting Period,
the Receiver reviewed the Water Fund’s revenue and expenses and the Water-Related expenses
as set forth in the Consent Decree. In addition, the Receiver met and/or discussed with
Chicago’s representatives as well as Harvey’s Comptroller and other Water Department
employees to prepare the Water Fund’s operating budget for this receivership. This review
included the results of implementing many of the Receiver’s expense reduction and revenue
enhancement initiatives discussed in this Initial Report.
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21.

The Receiver’s proposed Water Fund budget is attached hereto as Exhibit D.

Under this budget, and in combination with the changes set forth below, the Receiver proposes
that the Water Fund through the Receiver will:
a. Pay Chicago
i. All current bills going forward;
ii. A minimum of $100k/month on the arrearage (the “Minimum
Payment”)
b. Review quarterly the Minimum Payment as Harvey improves collection and
billing practices, repairs leaks, and updates metering for all customers; and
c. Prepare Harvey’s budget for future repairs and capital expenditures. This
budget will include, as determined by the Receiver after completion of a
capital improvement assessment, the necessary repairs and/or capital
expenditures for those items raised by Homewood and Hazel Crest in their
pending motion to expand the receivership.
22.

In order to implement this proposal the Receiver has proposed to Chicago an

initial 90-day grace period for enforcement of (i) Chicago’s Citation on Harvey’s bank accounts
and payments by the downstream municipalities (the “Citation”) and (ii) the Consent Decree,
subject to further extension by consent of the City of Chicago (as it may be so extended from
time to time, the “Grace Period”), as follows:
a. Release the Citation during the Grace Period: The Receiver has proposed that
the Citation be released for the duration of the Grace Period, insofar as the
Receiver will be in complete charge of Harvey’s Water Fund and Chicago will
continue to retain its judgment.
b. Modify the downstream municipalities’ payments of bills due to Harvey by
directing them to:
i. Pay the full amount of their bills directly to Harvey’s Water Fund
account; and
ii. Turn over all water bill reserves to the Receiver for Harvey’s water
fund, for deposit solely in Harvey’s Water Fund.
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c. Extend the Grace Period an additional ninety (90) days upon a showing of
good cause for such extension by the Receiver and agreement by Chicago
following its review of the proffered good cause showing.
d. Chicago would retain the right to terminate the Grace Period before its 90 day
life ends should Harvey fail to make the payments proposed by the Receiver
or for other good cause shown.
23.

This is a reasonable proposal for management of the Water Fund under this

receivership, and the Receiver is confident that he will be able to reach an agreement with
Chicago regarding all or substantially all of the components of the foregoing proposal. As
mentioned earlier in this report, Chicago’s Citation on the Water Fund’s accounts is problematic
for this receivership. Because of the Citation on Harvey’s accounts at 5th/3rd Bank, the bank has
imposed a permanent hold on Harvey’s water fund accounts. This hold creates a daily negative
balance. Even though 5th/3rd has stated to the Receiver that Harvey still has funds available
from those accounts, the daily balance reports continue to show a negative balance. In addition,
pursuant to the Citation, 5th/3rd is required to sweep those accounts at the end of the month and
provide Chicago with whatever balance remains at that time. The actual amount turned over
varies. This is creating an administrative and accounting burden on the receivership. The
Receiver needs to properly manage the Water Fund. However, because of the Citation, the
Receiver is unable to accurately budget for the allowed Water Fund expenses without risking
bouncing a check.
24.

As also currently required under the Consent Decree, the downstream

municipalities are directed to pay their current bills from Harvey to Chicago. Chicago, in turn,
applies those payments to Harvey’s arrearage. In addition, those suburbs can hold back up to
15% of those bills, presumably for capital improvements. However, these are Harvey’s funds,
and their retention by the downstream municipalities has also created an administrative and
accounting burden on the receivership. In most receiverships, the Receiver has dominion over all
of the funds he is charged with managing. In this receivership, the Receiver is required to collect
and verify the Water Funds information from Chicago and the downstream municipalities as to
what has been paid, the actual amount of the arrearage (in part because the holdback consists of
Harvey’s funds), as well as what the municipalities are holding in reserve.
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25.

The Receiver is in negotiations with Chicago and the downstream municipalities

for modification of the Consent Decree. A copy of the Receiver’s proposal is attached hereto as
Exhibit H. Concurrently with these negotiations, the Receiver filed his Response to Homewood
and Hazel Crest’s motion to expand the Receiver’s authority, asking for a Court order directing
the downstream municipalities to pay all water revenue they are holding in reserve to the
Receiver, and to stop holding such revenue in reserve going forward. If the Receiver’s
negotiations with Chicago and the downstream municipalities merit doing so, the Receiver is
willing to enter and continue his request for a Court order directing the downstream
municipalities to stop holding some of Harvey’s water revenues as reserves. The Receiver will
update the Court on the October 24th, 2017 hearing as to whether entering and continuing the
Receiver’s request makes sense at that time, or if the Receiver still wishes to pursue the Order
requested, and indeed may need to broaden the relief requested to address other needed
amendments to the Consent Decree.

Management of Water Fund Operations and Assets
26.

Once appointed as Receiver, Handler attempted to take management control over

the operations of the Water Fund. The Order allows the Receiver to use the services of Harvey’s
existing personnel to carry out the receivership. To reduce administrative costs to this estate, the
Receiver has greatly utilized the services of Harvey’s existing personnel. The Receiver has also
used his own resources as well as the services of independent third parties to carry out this
receivership.
27.

Among other professionals, the Receiver has retained:
a. Red Flag Chicago to implement and monitor the Receiver’s confidential and
anonymous tip hotline for all of Harvey’s water customers, including its
residents;
b. eTerra Services, to undertake a survey of Harvey’s IT assets, including its
server-based accounting systems. ETerra will also provide the Receiver with
recommendations for securing all of Harvey’s accounting systems; and
c. Gould & Pakter, LLC, to undertake a forensic review of Harvey’s Water
Fund, including the transactions between the Water Fund and other funds and
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accounts maintained by Harvey, such as Harvey’s General Fund. Gould &
Pakter will also assist the Receiver in developing a plan for recovery of Water
Fund assets from other Harvey accounts and/or third parties.

28.

This Report reflects the Receiver’s activities as of this date. The Receiver may

undertake further activities, make additional disbursements, and discover additional assets as this
proceeding continues.
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WHEREFORE, THE Receiver respectfully requests the Court to enter an Order:
a.

Approving the Receiver's Initial Report as set forth herein; and

b.

Providing such further relief to which the Receiver may be justly entitled.

Respectfully Submitted
ROBERT P. HANDLER
Receiver for Harvey's Water Fund

BJv: -i?h

By:
RotfertI>:Ha.Il(ler
Commercial Recovery Associates, LLC
205 West Wacker Drive Street, Suite 1818
Chicago, IL 60606
T: (312) 845-5001
F: (312) 893-2220

N. Neville Reid, Esq,
Counsel for the Receiver
Fox, Swibel, Levin & Carroll, LLP
200 West Madison Suite, 3000
Chicago, IL 60606
312-224-1245

October 18, 2017
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EXHIBIT A

IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

City of Chicago,
Plaintiff,
v.

City of Harvey, Village of Homewood, Village
of Hazel Crest, Village of Posen, Village of
Dixmoor, Village of East Hazel Crest,
Defendants.

No. 12 CH 44855
Hon. Kathleen M. Pantle

ORDER APPOINTING RECEIVER

This action is before the Court on the Motion of the Plaintiff, City of Chicago
("Chicago"), to Declare Transactions Relating to City of Harvey's Water Account
"Unauthorized Transactions" under the Consent Decree and for Appointment of a Receiver as an
Independent Monitor (the "Motion"). By a previous Order dated July 19, 2017, this Court has
granted the Motion (the "General Relief Order"). By this Order the Court is appointing the
receiver proposed by Chicago in the Motion, and setting forth (i) such receiver's powers, duties,
rights and responsibilities, and (ii) the additional obligations and duties of the City of Harvey
("Harvey") and other third parties as are necessary to enable such receiver to perform his duties
hereunder. All of the findings, conclusions, analysis and orders in the General Relief Order are
hereby incorporated herein by reference in their entirety as if expressly stated herein.
IT IS HEREBY ORDERED, ADJUDGED, AND DECREED as follows:

1.

Appointment of Receiver and General Powers; Third Party Cooperation.
1.1

Robert P. Handler, Esq. of Commercial Recovery Associates, LLC ("Receiver"),

whose address is 205 West Wacker, Suite 1818, Chicago, IL 60606, is hereby appointed

Receiver of the following property, wherever located, whether now existing or hereafter coming
into existence: (i) all monies generated by Harvey's waterworks system at any time, wherever
such monies are located and however they are held ("Water Revenue"), including all Water
Revenue located in or required to be deposited in a segregated bank account under applicable
law or any order of this Court at any time (the "Water Fund" and the funds therein the "Water
Funds") and all Water Funds and Water Revenue located in any Harvey accounts which have
been commingled with other funds, (ii) all bank accounts or other accounts containing any
Water Revenue or Water Funds at any time, (iii) except as modified below, all books, records
and other recorded information (including all electronic ir:iformation) of the Harvey Water
Department (the "Water Department") or of Harvey that evidences or relates to the origination or
disposition of Water Revenue or the Water Funds, (iv) all financial assets of the Water
Department, (v) all claims and causes of action to recover any illegal, unauthorized or fraudulent
transfers of all or any portion of the Water Revenue or the Water Fund, regardless of when such
transfers have occurred and including any such transfers as may occur after the Effective Date
(as defined below), including without limitation any and all unauthorized transfers referenced in
the Motion or the General Relief Order, (vi) any and all other property ordered by the Court to
be under the exclusive authority and control of the Receiver at any time after the Effective Date,
and (vii) all documents and records related to any of the foregoing, and any and all proceeds of
any of the foregoing (collectively, the "Receivership Property").

The appointment of the

Receiver, and all of his rights, duties and powers set forth herein, shall be effective as of the later
of the date (a) this Order is entered and (b) this Court approves any bond the Court may require
of the Receiver in this case (the "Effective Date"); provided however that, if the Court waives
any such bond, then the Effective Date shall be the date set forth in Section 8.1 hereof.

2

1.2

The Receivership Property shall be under the exclusive authority and control of

the Receiver as of the Effective Date until the Receiver is discharged.
1.3

As of the Effective Date, the Receiver (i)

is authorized to direct and take

immediate possession and full control of all Receivership Property with the powers set forth
herein, and (ii) shall have access to all of Harvey's bank accounts, records (including electronic
and hard copies), financial assets and financial information for purposes of enabling the Receiver
to identify and protect any and all Receivership Property, including without limitation all bank
accounts of Harvey in which any Water Funds have been commingled with any other monies or
funds. If Receivership Property is commingled with any other property of Harvey at any time,
the portion of such other property constituting or attributable to Receivership Property shall be
and remain Receivership Property under the exclusive authority and control of the Receiver
notwithstanding such commingling, and Harvey shall separate such Receivership Property from
all such other property and remit it to the Receiver immediately upon learning or being notified
of any such commingling.
1.4

Except as (i) otherwise ordered by this Court or authorized herein, (ii) expressly

permitted by the Receiver in writing or (iii)

as may be necessary to enable the Water

Department to operate the Harvey water system in the ordinary course in compliance with
Illinois law or contracts by which Harvey is bound, all persons and entities (other than the
Receiver) are hereby enjoined and restrained from (a) directly or indirectly transferring or
liquidating or receiving any Receivership Property, including any Water Revenue or any of the
Water Funds, (b) seeking to obtain control of any Receivership Property, or (c) interfering,
directly or indirectly, with any action taken by the Receiver in performance or furtherance of his
duties or otherwise harassing the Receiver, directly or indirectly, in any manner.

3

1.5

The Receiver is hereby authorized and empowered to take all actions and exercise

all such powers, and to direct the Water Department and Harvey to take all such actions, as the
Receiver deems necessary to require, cause or enable the Water Department or Harvey to
perform and fulfill Harvey's and the Water Department's obligations under (i) that certain
Consent Decree between Chicago and Harvey dated (and approved by this Court on) January 20,
2015 (the "Consent Decree"), (ii) the General Relief Order or this Order, (iii) Illinois law as it
relates to the collection or use of water revenue by municipalities, or (iv) any other order of this
Court entered at any time (collectively, items l.3(i) through l.3(iv) being hereinafter referred to
as the "Legal Requirements"). In addition, the Receiver shall have all powers, rights,

privileg~s

and authority available to receivers in equity, at common law or under Illinois law.
1.6

Without limiting the generality of the foregoing general powers of the Receiver,

the Receiver is authorized, and empowered, without further Court order, immediately:
(a)

to have access to and take control of the Water Revenue and the Water
Fund and all other financial assets under the possession, custody or
control of the Water Department, and all choses in action, claims, books,
records, papers, information, documents (whether written or electronic or
in any other form) related thereto, with full power to (i) monitor and
approve each transaction, disbursement or receipt of funds, or any other
disposition relating to the Water Funds or the Water Revenue, and (ii)
take such steps as he deems necessary to ensure the Water Department's
and Harvey's compliance with the Legal Requirements;

(b)

to have access to all of Harvey's bank accounts, records (including
electronic, cloud-based and hard copies), financial assets, financial
information and accounting systems, wherever located and however held,
for purposes of enabling the Receiver to identify, recover, separate and
protect any and all Receivership Property, including without limitation all
bank accounts of Harvey in which any Water Funds have been
commingled with any other monies or funds at any time;

(c)

to have access to all of Harvey's and the Water Department's historical
records, including without limitation all of their financial and bank
records (including without limitation all bank records of Harvey or the
Water Department under the possession, custody or control of 5th/3rd
Bank or any other financial institution having such records), within date
ranges determined by the Receiver and to the extent the Receiver

4

determines is necessary in order to (i) identify, rectify and/or recover any
unlawful, fraudulent or unauthorized transactions or transfers that have
occurred at any time or are ongoing, or (ii) enable the Receiver to
perform any of his obligations or duties hereunder;
(d)

to have access to all of Harvey's property of whatever type or nature,
whether real or personal, wherever located, (i) to the extent the Receiver
determines such access is necessary to enable the Receiver to perform his
duties and responsibilities hereunder, or (ii) for purposes of enabling the
Receiver to take an inventory or prepare an accounting of, or verify any
other inventory or accounting of, any or all of such property;

(e)

to direct that any or all of Harvey's records (in whatever form, including
print or electronic) for any department, wherever located, be preserved, to
the extent the Receiver determines that such preservation is necessary to
enable the Receiver to fulfill his duties and responsibilities hereunder;

(f)

to, in the Receiver's discretion, establish and implement separate and
independent procedures for (i) billing water customers, including to the
extent necessary to eliminate or reduce the risk of commingling of Water
Revenue or Water Funds with other funds, (ii) permitting persons or
entities serviced by the Water Department to pay cash for their water bills
and (iii) collecting Water Revenue and other payments from customers
that may include payments due to the Water Fund, and to apply such
payments to such customers' obligations to the Water Fund in the
Receiver's judgment;

(g)

to, in the Receiver's discretion, (i) direct the Water Department to (a)
terminate water service to customers of the Water Department that have
not cured payment defaults or delinquencies, and (b) restore service to
customers that have cured such defaults or delinquencies in the judgment
of the Receiver, or who are otherwise entitled to water service in the
judgment of the Receiver, and (ii) seek an order of the Court compelling
the Water Department to terminate or restore service to such particular
customers (as applicable), as determined by the Receiver;

(h)

to have control of, and be the sole authorized signatory for, all accounts
related to or containing any Receivership Property, including any and all
accounts (wherever located) containing the Water Fund or any Water
Revenue at any time, and all assets or cash or funds held in the name or
for the benefit of the Water Department at any bank or other financial
institution which has possession , custody or control of any funds, cash or
other assets of the Water Department, wherever located and however
held;

(i)

to take all necessary measures to ensure that collections of Water
Revenue and all other Water Department funds are deposited into
segregated accounts under the Receiver's sole control, which measures
may include without limitation, within the Receiver's discretion: (i)
directing Payment Service Network Inc. ("PSN"), or any other collection
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service approved by the Receiver, to pay the funds it collects from
Harvey's residential and commercial customers to accounts under the
Receiver's control; (ii) directing all other residential and commercial
customers to pay their bills to lockboxes and sweep accounts under the
Receiver's control; (iii) requesting PSN and all commercial customers to
provide the Receiver with historical and year-to-date reporting on all
Water Department-related activity, including deposits of prior collections
and payments, billing and credit history and other allowed Water Fundrelated activities; (iv) monitoring the invoicing, payment and disposition
of funds remitted or owed by downstream municipalities to Harvey for
any water usage; and (v) entering into and negotiating new, or
renegotiating existing, contracts or agreements to which Harvey is or may
become a party in order to facilitate or improve the financial stability and
integrity of the Water Department's finances or otherwise protect the
Receivership Property;
(j)

to oversee and monitor the financial affairs of the Water Department and
the Water Fund to the extent necessary to ensure compliance by Harvey
and the Water Department with the Legal Requirements, except that the
Receiver shall not at any time be responsible or liable for the day to day
operations of the Water Department's non-financial activities such as
water intake, water treatment, water storage, the safety of the water
supply and delivery of water to the Water Department's or Harvey's
residents and customers;

(k)

to generally install, implement and enforce (i) financial controls
throughout the Water Department's cash management system in order to
prevent the dissipation of any Receivership Property and ensure
compliance with the Legal Requirements at all times and (ii) procedures
and technology to (a) protect electronic and other information related to
or evidencing any of the Receivership Property, and (b) prevent the
destruction, corruption or impairment of any computer or software used
or owned by any Harvey Personnel in connection with their duties,
including technology and software to prevent the hacking of any
computer;

(1)

to engage and employ persons or entities in his discretion at any time to
assist him in carrying out his duties and responsibilities hereunder,
including but not limited to attorneys, accountants, security personnel
and computer consultants;

(m)

to conduct any and all investigations, including undertaking discovery
and issuing subpoenas to compel deposition testimony and the production
of documents, as the Receiver or his counsel deem necessary to protect or
recover any Receivership Property or enforce any of the Legal
Requirements against Harvey and the Water Department or otherwise
perform his duties, including without limitation any and all action to
recover (i) any illegal or fraudulent transfers of Water Revenue or the
Water Fund by or to any person or entity at any time, and (ii) the
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proceeds of any or all of the unauthorized transfers or transactions
identified in the Motion or the General Relief Order;
(n)

to issue and send to any person or entity, including any and all past or
present Harvey Personnel (as defined below), any and all notices,
instructions, litigation hold letters and other documentation as necessary
to require such persons or entities to preserve any and all documents and
information in whatever form related to or evidencing the Receivership
Property or any transfers or proceeds thereof, as determined by the
Receiver in his sole discretion;

(o)

to prepare, initiate, pursue and/or settle any litigation against any persons
or entity to the extent necessary to recover or protect any Receivership
Property or ensure compliance by Harvey or the Water Department with
any or all of the Legal Requirements;

(p)

to take such other action as is necessary and appropriate to marshall,
recover, preserve, protect and take control of, and to prevent the
dissipation, concealment, or disposition of, any financial assets of the
Water Department;

(q)

to take administrative control over the Water Department's accounting
systems (and the parts of any accounting systems of Harvey to the extent
they relate specifically to its water system), including any cloud-based
financial systems, and provide to Chicago real time access thereto;

(r)

to defend the Water Fund from any and all claims made against the Water
Fund at any time;

(s)

to take all actions and execute all such documents as the Receiver deems
necessary to implement his proposed plan of action dated July 26, 2017
and submitted or disclosed to the Court in connection with this Order;

(t)

to seek (i) any additional Court orders to facilitate or enable the
performance of his duties hereunder or to otherwise fulfill his
responsibilities hereunder, and (ii) any and all other orders or relief,
including civil and criminal contempt orders, as the Receiver deems
necessary to enforce any person's or entity's duties or obligations
however arising, including any obligations of any Harvey Personnel
under this Order or any other order of this Court;

(u)

to take actions that should have been taken by Harvey or the Water
Department to comply with the Legal Requirements;

(v)

to develop, pursue and/or file any claim or complaint, or pursue any
legal action or litigation in any state or federal forum, in law or in equity,
or otherwise take any action to resolve any claim or dispute in any nonjudicial manner (including through arbitration or mediation), as the
Receiver deems necessary to perform and discharge his duties and
effectuate the terms and purposes of this Order;
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1.7

(w)

to defend any action, suit or claim, whether in any court proceeding or in
any other forum or context, related in any way to the Receivership
Property or which could in any way diminish the value of any
Receivership Property;

(x)

to make or authorize such payments and disbursements from the funds
and assets of the Water Department, whether now existing or hereafter
acquired, and to incur, or authorize the incurrence of, such expenses and
make, or authorize the making of, such agreements as may be reasonable,
necessary and advisable in discharging the Receiver's duties hereunder;

(y)

to, in the Receiver's discretion, direct that the Water Department or
Harvey change, modify or update the Harvey website in order to conform
the collection procedures for water bills stated therein to the procedures
established and approved by the Receiver;

(z)

to, in the discretion of the Receiver, establish a waste, fraud and abuse
hotline or other phone or communications resource for persons to report
any alleged, observed or potential misconduct of any Harvey Personnel in
relation to the disposition of Water Revenue, the Water Fund or any
other Receivership Property;

(aa)

to publish any notices in any media providing any instructions or
information as the Receiver deems necessary to perform his duties
hereunder;

(bb)

to take all such other actions and execute all such other documents as the
Receiver deems necessary to perform his duties hereunder or cause,
enable or require Harvey or the Water Department to comply with or
perform any or all of the Legal Requirements; and

(cc)

to take any other action as approved by this Court or in furtherance of the
terms, provisions and purposes of this Order.

Nothing herein shall be construed to impute to or impose on the Receiver any

liability for the failure of Harvey or the Water Department to comply with any of the Legal
Requirements. The Legal Requirements shall remain separate and independent legal obligations
of Harvey and the Water Department and shall not become obligations of the Receiver.
1.8

Harvey and the Water Department, and all of their past, present and future

respective personnel, employees, officials (including elected officials),
managers, attorneys, agents, advisors, accountants

directors, officers,

and consultants and representatives

(collectively, the "Harvey Personnel"), are hereby ordered to cooperate with the Receiver and all
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of his Representatives (as defined below) in all respects the Receiver deems necessary to enable
the Receiver to perform his duties hereunder or enable such Representatives to provide services
to the Receiver. Harvey shall deliver a copy of this Order to each Water Department employee
and to all contractors and other companies providing services to the Water Department within
two business days of the Effective Date. All persons or entities with any custody, control or
possession of any Receivership Property (including the Water Fund and all Water Revenue),
including without limitation all Harvey Personnel, shall forthwith (i) provide access to and
control of such Receivership Property to the Receiver, (ii) preserve all Receivership Property,
and (iii)

t~e

all such actions and execute all such documents as the Receiver deems necessary

to effect a transfer of all possession, custody and control of all Receivership Property, including
without limitation all accounts containing any Water Revenue or the Water Fund, to the
Receiver.
1.9

On and after the Effective Date, no Harvey Personnel may destroy any records in

whatever form (including electronic or cloud-based or hard copies) constituting or related to the
Receivership Property, including any financial records, except upon the prior written consent of
the Receiver.
1.10

No Harvey Personnel may send any bills or notices to Water Department

customers or otherwise seek to collect monies from them for water usage, except as otherwise
authorized in writing by the Receiver, so as not to interfere with the Receiver's collection efforts.
From and after the Effective Date, the Receiver shall have exclusive authority and control over
the manner and procedures for all billing for water usage by customers or residents serviced by
Harvey's Water Department or water system. To the extent Harvey's current billing systems and
procedures for water usage overlap with or incorporate other billing procedures for usage of
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other public services (such as sewer or garbage), the Receiver shall have the authority to
restructure such joint billing procedures to protect Receivership Property, including (within his
discretion) to require that any and all proceeds of any joint billing procedures be deposited into
an account controlled solely by the Receiver and later allocated and remitted solely by the
Receiver to the respective non-water usage accounts under the control of authorized Harvey
Personnel.
1.11

All persons or entities, including all Harvey Personnel, shall provide ongoing,

unfettered and unrestricted access for the Receiver to all Receivership Property, including
without limitation all records and information related to (a) Water Revenue, (b)

th~

Water Fund,

(c) any transfers of Receivership Property occurring at any time, (d) the Water Department or (e)
any other Receivership Property.

For purposes hereof, the "Receiver Representatives" or

"Representatives" shall mean all persons and entities retained or engaged by the Receiver at any
time to perform his duties hereunder and fulfill his responsibilities herein, including without
limitation all employees, agents, representatives, attorneys, accountants, consultants, advisors
and professionals engaged by or servicing the Receiver in connection with such duties and all
shareholders, owners, employees, agents, partners and representatives of any of the foregoing.
1.12

Without limiting the generality of the foregoing, all Harvey Personnel are further

ordered to tum over to the Receiver on the Effective Date (or such later date as may be agreed by
the Receiver in writing or as otherwise set forth hereinbelow), or at the Receiver's election
provide access to, all of the following pertaining to the Receivership Property in both physical
and electronic form to the extent that such items are in their possession, custody, or control:
(a)

All information on all bank accounts, wherever located, which hold any
Water Revenue or Water Funds or any other cash assets of the Water
Department, or which have held such property at any time prior to the
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Effective Date, including bank statements, and the name and location of
all financial institutions holding any Water Revenue or any Water Funds.
(b)

Access to all of Harvey's bank accounts, records (including electronic,
cloud-based and hard copies), financial assets, financial information and
accounting systems, wherever located and however held, to the full
extent that the Receiver deems necessary to enable the Receiver to
identify, recover, separate and protect or liquidate any and all
Receivership Property, including without limitation all bank accounts of
Harvey in which any Water Funds have been commingled with any other
monies or funds at any time.

(c)

All financial records of the Water Department.

(d)

All payroll and employee records of the Water Department, including
time records and employee utilization reports, if any.

(e)

All outside reports of consultants and advisors related to the financial
affairs or operations of the Water Department.

(f)

A list of all employees and personnel employed by or performing
services for the Water Department, including name, title, function,
telephone, email and address information and, as to outside vendors, the
nature of and consideration paid for services rendered.

(g)

A list of the names and contact information (including phone, street
address, and email address) for (i) all past employees, managers, retired
employees, and non-employee personnel of the Water Department, and
(ii) all persons or entities who have performed services for or been paid
by the Water Department at any time, for any activity related to (a) the
Water Department or (b) the generation, use or misuse of Water Revenue
or Water Funds at any time.

(h)

All contracts and agreements to which the Water Department is a party or
by which it is bound or pursuant to which it has any rights or obligations,
including any (i) employment agreements between the Water
Department or Harvey, on the one hand, and any Harvey Personnel, on
the other hand and (ii) contracts or agreements with Payment Service
Network.

(i)

The petty cash fund, if any.

U)

A current aged account receivable/delinquency report for any amounts
owed to the Water Department by any person or entity.

(k)

An aged listing of all trade payables and other payables.

(1)

Year-end operating statements of Harvey and the Water Department for
(i) each of 2009 through 2016, and year-to date 2017 operating
statements for Harvey and Water Department and (ii) such other years as
the Receiver may request.

(m)

All on-site employee payroll records and employee files and applications.
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1.13

(n)

An inventory of all equipment, furniture, vehicles and supplies of the
Water Department.

(o)

All existing contracts with any vendors servicing the Water Department.

(p)

All pending bids for contractor work related to any property managed or
owned by the Water Department.

(q)

A list of, and any and all documents pertaining to, any unpaid vendor or
service provider invoices or record of work performed by any such
vendors.

(r)

Information regarding all insurance claims submitted in the past three (3)
years.

(s)

Surveys, site plans, stacking plans, specifications, floor plans, drawings,
and measurements related to any real property owned or managed by the
Water Department.

(t)

Any reports and other documents or information regarding the condition
of any of the facilities and infrastructure constituting Harvey's water
system and pertaining to any period in 2015, 2016, or 2017, including but
not limited to any environmental assessments, physical condition reports,
and information pertaining to deferred maintenance or capital
improvements.

(u)

All documents identifying and summarizing all pending litigation
involving or naming the Water Department (excluding this action).

(v)

All documents and information pertaining to any existing or claimed
violations of any Legal Requirement.

(w)

An inventory of all computers, including laptops, held by any persons or
entities with any access (including remote access) to the records
(including electronic records), servers, computers and any stored
information of the Water Department.

(x)

All documents, books, records and computer files, computer equipment,
software, management files, and all passwords needed to access all
software and computer files, and e-mail accounts maintained at the Water
Department related to the Receivership Property.

(y)

All documents, records, files, data, contact information and all other
materials relevant to any attempt or failure of Harvey or the Water
Department to comply with the Legal Requirements.

(z)

Such other records pertaining to the Receivership Property as may be
requested by the Receiver.

All banks, brokerage firms, financial institutions and other business entities which

have any possession, custody or control of any assets, funds or accounts (i) in the name of or for
the benefit of the Water Department or Harvey and (ii) related to or containing any portion of the
12

Water Revenue or the Water Funds or any other Receivership Property (collectively, the
"Financial Institutions" and such accounts the "Water Accounts"), shall take all such action as
necessary to make the Receiver the sole authorized signatory on such accounts and otherwise
grant the Receiver exclusive access and control to all such assets, funds or accounts.

All

Financial Institutions shall recognize, acknowledge and for all purposes treat the Receiver as the
sole signatory for the Water Accounts. To the extent any or all of the Water Revenue or the
Water Funds are commingled with other funds or accounts (the "Other Funds"), the Financial
Institutions shall (a) separate the Water Revenue and Water Funds from such Other Funds and
(b) deliver the Water Funds and Water Revenue to the Receiver in

a~cordance

with his

instructions.
1.14

No Harvey Personnel may take any action, directly or indirectly, or permit any

inaction, that would hinder, obstruct, delay or otherwise interfere with the Receiver's custody or
control of the Receivership Property or the performance of his duties hereunder or the assistance
provided by any Receiver Representative to the Receiver.
1.15

The Harvey Personnel shall prepare and submit to the Receiver, by no later than

fourteen (14) days after the Effective Date, and file with this Court, an accounting for all (i)
Receivership Property existing as of the Effective Date, and (ii)

Receivership Property

transferred, concealed, or diverted at any time since January 1, 2013, other than transfers in the
lawful ordinary course of business of the Water Department. Such accounting shall be provided
under oath and the penalty of perjury and signed by an authorized officer of Harvey. Nothing
herein shall be construed to limit, deny, or prejudice the Receiver's right to seek and obtain any
information regarding any other transfer or disposition of any Receivership Property at any other
time, including before January 1, 2013.
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1.16

The Harvey Personnel are hereby prohibited from (i) destroying or disabling any

Receivership Property or (ii) removing any Receivership Property from the Water Department,
or diverting any Water Revenue or Water Funds at any time, other than as may be necessary to
operate the Water Department in the lawful ordinary course of business.
1.17

All Harvey Personnel shall provide the Receiver with all information in whatever

form (including written, oral and electronic) as and when requested by the Receiver or his
Representatives at any time, (i) related to the Receivership Property or the Legal Requirements
or otherwise necessary in the Receiver's judgment to enable the Receiver to perform his duties
and fulfill his responsibilities hereunqer, or (ii) from any department or function of Harvey as of
any date, to the extent the Receiver determines that such information may be related to any
Receivership Property or otherwise necessary to enable the Receiver to preserve, protect or
recover any Receivership Property or perform any of his duties hereunder (collectively, the
"Information"). The Receiver and his Representatives are authorized to issue any subpoena to
any person or entity, including subpoenas for documents or deposition testimony, for purposes of
obtaining any Information at any time, without further order of the Court.

All Harvey

Personnel, including any former Harvey employees or officers, shall appear for any deposition
testimony, and provide all documents containing any Information, in response to a subpoena or
other request from or on behalf of the Receiver.
1.18

All Harvey Personnel shall not destroy any records that may be commingled with

or related to records pertaining to any Receivership Property, at any time, except upon the prior
written consent of the Receiver.
1.19

The Harvey Personnel shall add the Receiver as an additional insured and loss

payee on all insurance relating to the Receivership Property, including, but not limited to, fire,
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extended coverage, property damage, liability (including both general liability and excess
liability), fidelity, errors and omissions, and workers compensation, and modifying the policies if
deemed appropriate by the Receiver, but subject to approval for any modifications to insurance.
The Harvey Personnel are prohibited from canceling, reducing, or modifying any and all
insurance coverage in existence with respect to any of the Receivership Property.

2.

Allocation of Income Collections
2.1

The term "Income" means, collectively, all cash, cash on hand, checks, cash

equivalents, credit card receipts, demand deposit accounts, bank accounts, cash management or
. other financial accounts, bank or other deposits, and all other cash (all whether now existing or
later arising); current and past-due earnings, rents, prepaid rents, revenues, issues and profits,
accounts, and accounts receivable (all whether unpaid, accrued, due, or to become due); and all
other gross income derived from the operations of the Water Department regardless of whether
earned before or after entry of this Order.
2.2

Income from the Receivership Property shall be applied by (or paid under the

supervision of) the Receiver as follows:
(a)

First to the approved fees and expenses (including any applicable bond
costs and fees) of the Receiver and of the attorneys, accountants and other
professionals retained by the Receiver to assist and advise the Receiver in
the performance of his duties hereunder;

(b)

Then to any unpaid Indemnified Liabilities (as defined below in Section
5.4 of this Order) that may be owed by Harvey to the Receiver or any
Receiver Representative at any time;

(c)

Then to "Water Related Expenses" as defined in Paragraph 6 of the
Consent Decree, as well as the reinstated Judgment as amended by the
Court;

(d)

To any reserves established by the Receiver at any time for purposes of
enabling him to perform his duties, including for any contingent or
anticipated expenses or liabilities of the Water Department; and

(e)

Any surplus to be held pending further order of the Court.
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3.

Receiver Professionals; Compensation and Reports.
3.1

The Receiver's proposed retention of Michael Palcter and his firm Gould & Palcter

Associates, LLC (collectively, "Palcter") as his forensic accountant to perform the Accounting
Services (as defined below) for this case is hereby approved (subject to the filing of any
applicable retention application pursuant to the Local Rules of this Court (the "Local Rules"),
unless such filing requirement is waived by the Court), retroactive to the date Palcter first
incurred time in connection with providing services to the Receiver for this case. "Accounting
Services" shall consist of all forensic accounting services requested by, the Receiver or otherwise
necessary in order to enable the Receiver to perform his duties hereunder, including without
limitation review and analysis of financial records of Harvey, investigation of financial transfers
and preparation of financial reports to assist the Receiver in managing the Receivership Property.
3.2

The Receiver's proposed retention of N. Neville Reid and his firm Fox Swibel

Levin & Carroll LLP as his general legal counsel to perform the Legal Services (defined below)
is hereby approved, subject to the filing of any applicable retention application required under
the Local Rules unless such filing requirement is waived by the Court (collectively, "Reid" and
together with Palcter and any other professionals retained by the Receiver, the "Professionals"),
retroactive to the date Reid first incurred time in connection with providing services to the
Receiver for this case. The "Legal Services" shall consist of all legal services requested by the
Receiver in connection with this case or otherwise necessary to enable him to perform his duties
hereunder, including without limitation general case administration, investigation of potential
claims against third parties, recovery of any illegally transferred Receivership Property or the
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'
proceeds thereof, general discovery, litigation, and negotiation and settlement of claims against
the Water Department.
3.3

The Receiver may retain such additional advisors and professionals, without

further Court order, as the Receiver deems necessary in order to enable him to perform his duties
and fulfill his responsibilities hereunder.
3.4

The Receiver's and his Professionals' compensation for performance of their

duties or services shall be billed on an hourly basis and charged at a rate of no more than $295
per hour.
3.5

The Receiver's .Professionals shall prepare and send to the Receiver monthly

invoices for their services rendered. The Receiver shall pay his own invoices and that of his
Professionals from the Receivership Property upon entry of an order of the Court approving an
application for allowance of such compensation.

The Receiver and his professionals may file

an application for approval of compensation at any time, upon ten ( 10) days' notice to Chicago,
Harvey and any other parties requesting notice in this case.
3.6

Nothing herein shall be construed to require the Receiver to pay any obligation of

Harvey or the Water Department from his own funds.
3.7
the Income,

The Receiver shall provide quarterly reports to the Court, Chicago and Harvey of
and the status, condition and amount of the Receivership Property, including

balances in the Water Accounts, and such other information as the Receiver deems appropriate
for review by the Court (collectively, the "Reports" and individually a "Report"). Each Report
shall include a copy of the relevant bank statement(s) related to the Water Accounts.
3.8

The Receiver shall furnish to Chicago and Harvey any additional information

regarding the Receivership Property as may be reasonably requested by them, but the Receiver is
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authorized to request instructions from this Court should any party request information or
documents that would be unduly burdensome or expensive to produce, or if the Receiver
reasonably believes such request is intended to annoy or harass the Receiver or achieve any other
improper purpose. The Receiver is hereby authorized to comply with the terms and conditions of
any lawful subpoena request for production of documents comprising Receivership Property.
3.9

Notice to Chicago for any purpose of this Order shall be deemed sufficient if

provided by email or regular U.S. Mail, to: Diane M. Pezanoski, Deputy Corporation Counsel,
City of Chicago Law Department, 30 North LaSalle Street, Suite 1400, Chicago, IL 60602,
Diane.Pezanoski@cityofchicago.org.
3.10

Notice to Harvey or any Harvey Personnel shall be deemed sufficient if provided

by email or regular U.S. Mail, to: Ken Hurst, Esq. and Mark Roth, Esq., Roth Fioretti LLC, 311
S. Wacker, Suite 2470, Chicago, Illinois 60606, Ken@rothfioretti.com and
Mark@rothfioretti.com.

4.

Term; Bond; Final Accounting.
4.1

This Receivership shall continue until further order of the Court.

4.2

The Receiver shall provide a bond solely to the extent, and in amounts and terms,

required by the Court.
4.3

The Receiver shall submit a final Report (with copies to Chicago and Harvey) for

approval by the Court within the deadline designated by the Court.
4.4

Only after the Court approves the Receiver's final accounting may the Receiver

be discharged and any Receiver's bond be cancelled.
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5.

General Provisions; Indemnity.
5.1

No person or entity shall file suit against the Receiver or any of his

Representatives, or take other action against the Receiver or any of his Representatives, in any
forum without an order of this Court permitting the suit or action; provided, however, that no
prior Court order is required to file a motion in this action to enforce the provisions of this Order
or any other order of this Court in this action.
5.2

The Receiver and his Representatives shall have no personal liability in

connection with any liabilities, obligations, liens, or amounts owed to any of Harvey's creditors
because of his duties as Receiver or their services to the Receiver. Nothing in this Order shall
grant any rights to any creditors beyond what such creditors already have under Illinois law.
5.3

The Receiver and his Representatives shall have (i) no personal liability to anyone

for any claim or injury arising from the operation of the Harvey water system or the failure or
malfunction of such water system, and (ii) no personal liability for actions taken pursuant to this
Order or in furtherance or support of the Receiver's duties hereunder or for services provided
pursuant to the Receiver's instructions or in furtherance of his duties, except for claims against
the Receiver for the Receiver's intentional and willful failure to comply with this Court's orders.
5.4

Harvey shall indemnify and hold harmless the Receiver and each of his

Representatives against any and all claims, expenses or liabilities suffered by or pursued against
any of them at any time, including defense costs, arising from or related to (i) any actions or
inaction of Harvey occurring at any time, including any actions or inaction of Harvey related to
the delivery or non-delivery of water to any persons or entities and any safety or contamination
of such water, including residents, businesses or water customers of Harvey and any
municipalities under contract to receive water from Harvey, or (ii) any performance by the
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Receiver or any Receiver Representative of their respective duties hereunder or services
provided in relation hereto, or any action taken by the Receiver or any Receiver Representative
in furtherance of their respective duties and responsibilities hereunder or services provided in
relation hereto (collectively, the "Indemnified Liabilities").
5.5

Harvey shall pay the Indemnified Liabilities to the Receiver or Receiver

Representatives (as applicable) within ten (10) days of receipt of a written notice from the
Receiver or such Receiver Representative of such Indemnified Liability. The Receiver is hereby
authorized to use Receivership Property to pay any Indemnified Liability not timely paid by
Harvey.
5.6

The Receiver's duty to act as Receiver is subject to the Receiver's written

acceptance and approval of the terms of this Order.
6.

Amendment of Order; Retention of Jurisdiction.
6.1

This Order may be amended for cause after a motion or hearing. This Order may

also be amended by Order of Court after agreed to by the Receiver, Chicago and Harvey.
6.2

This Court shall retain jurisdiction to enforce the provisions of this Order, as it

may be amended from time to time.
7.

Receiver's First Report.
7.1

The Receiver's first Report to the Court will cover the period August 4, 2017 to

October 4, 2017 and shall be filed on October 18, 2017. Any objections to the Receiver's first
Report must be filed on or before October 27, 2017.
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7 .2

The hearing on the Receiver's first Report and status in this case will be held on

November 14, 2017 at 10:30 AM.

8.

Effective Date.
8.1

The Receiver is not

required to post a bond in this case.
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Robert Handler of Commercial Recovery Auociates accqu die
set forth in this Order and agrees to submit to the penonaJ jmUdictioo of

~
~::C.E!q.
Commercial .Recovery .
.

Dated:
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EXHIBIT B

The City of Harvey (031-1110)
Public Water System Flow Chart
2014 Inspection
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EXHIBIT C

City of Harvey Water Department
Statement of Revenue and Expense
(Preaudited)
04/30/2017

(Audited)
04/30/2016

Transfer from Debt Service Fund
Other Services
Water Services
Meter Charge
Restore Fee
Tampering Fee
Change in IMRF Net Pension
Interest Income
Lien Fee
Penalties

410,537.93
46,416.12
16,549,594.05
10,143.12
102,230.00
32,106.35
0.00
155.07
275.00
172,141.04
17,323,598.68

0.00
20,841.29
16,016,480.68
22,439.66
29,160.00
14,427.53
291,550.00
0.00
0.00
30,535.29
16,425,434.45

810,615.19
561,901.56
14,546,380.93 x
17,706.82
39,730.00
11,737.27

Salaries
Overtime
Payroll Taxes
Payroll Taxes-Unemployment
IMRF
Fringe Benefits
Physical Examinations
Insurance Package
Workers Compensation
Uniform & Clothing Allowance
Office Supplies
Printing & Duplication
Equipment Purchases
Postage & Delivery
Accounting & Audit
Legal Fees
IT Fees
Contractual Services
Outside Services
Professional Services
Travel Expense
Dues & Subscriptions
Vehicle Maintenance
Gas, Oil & Fuel
Operating Supplies
Utilities
Communications
Building Maintenance
Equipment Maintenance
Equipment Rental
Bank & Credit Card Fees
Miscellaneous Expense
Water Purchases
Depreciation Expenses
Amortization Expense
Debt Service Interest

501,323.36
15,806.95
38,181.95
3,537.74
6,386.91
159,790.34
185.00
385,775.98
6,813.48
3,099.83
14,398.71
1,405.00
77,563.58
33,511.47
153,156.50
24,869.58
42,404.18
81,300.46
32,465.29
87,553.29
65.00
351.00
23,322.08
17,770.04
74,681.99
94,484.36
36,463.78
2,949.84
324,612.95
7,276.28
48,040.63
100.00
11,994,291.53 72.5%
397,239.40
4,608.00
908,528.71
15,595,099.19

562,359.59
15,564.97
54,665.85
0.00
15,553.88
129,723.87
0.00
6,823.33
0.00
6,059.73
1,050.97
6,831.49
15,325.93
64,146.04
86,673.00
36,874.00
20,611.10
0.00
7,687.87
255,770.77
0.00
281.00
7,605.07
0.00
23,224.05
186,101.70
24,425.04
0.00
391,934.37
0.00
15,727.23
1,036.52
11,609,593.45
390,829.80
4,608.00
0.00
14,877,596.09

594,772.58
31,921.54
44,532.66
14,925.28
41,498.03
4,505.83
19,637.30
6,395.17
54,641.76
20,925.00
167,468.23
8,358.30
20,162.86
199,224.79
52,699.67
5,614.64
61,131.70
26,536.31
356,602.42
2,242.38
37,586.66
531.23
11,737,919.53
389,044.78
4,608.00
709,943.83
14,604,214.48

17,323,598.68
15,595,099.19
1,728,499.49

16,425,434.45
14,877,596.09
1,547,838.36

DESCRIPTION

-

(Audited)
4/30/2015

169.21
169.50
15,824.14
16,004,234.62

72.5%
-

16,004,234.62
14,604,214.48
1,400,020.14

80.7%

EXHIBIT D

City of Harvey Water Department
Revenue and Expense report
period ending 8/31/17

$
Revenue
transfer from debt service fund
other services
water services
meter charge
restore fee
tampering fees
interest income
lien fee
penalties
total revenues

Expenditures
salaries
overtime
payroll taxes
payroll taxes - unemployment
IMRF
fringe benefits
sub-total
physical examinations
insurance package
workers comp
uniform & clothing allowance
office supplies
printing & duplication
equipment purchases
postage &delivery
Receiver fees
Accounting & Audit
legal fees
IT fees
contractual services
outside services
professional services
travel expense
dues &subscriptions
vehicle maintenance
gas, oil &fuel
operating supplies
utilities
communications
building maintenance
equipment maintenance
capital improvements
equipment rental
bank & credit card fees
miscl exp.
water purchases
depreciation expense
amortization expense
debt service principal
debt service interest Genl & JAWA
debt service per consent decree
debt service interest city of Chicago water
total expenditures
Net of revenue & expenses

8/31/2017 YTD
% of revenue

96,079
5,231,426
674
133,100
17,250
119
75,030
5,553,679

foot proposed
note adjustments
$
-

8/31/2017 YTD
proposed adjusted statement
$
% of revenue

96,079

1

100%

248,334
15,974
20,149
1,541
1,919
75,311

4.47%
0.29%
0.36%
0.03%
0.03%
1.36%
6.54%

2

186,701
2,754
3,955
2,983
1,109
7,324
63,631
49,273
17,518
98,739
24,000
16,451
6,857
17,020
30,289
10,726
10,313
47,170

3.36%
0.05%
0.07%
0.05%
0.02%
0.00%
0.13%
0.00%
1.15%
0.89%
0.32%
0.00%
1.78%
0.43%
0.00%
0.00%
0.30%
0.12%
0.31%
0.55%
0.19%
0.19%
0.85%

3

1,539
-212
3,936,611
208,582
178,101

0.03%
0.00%
0.00%
70.88%
0.00%
0.00%
3.76%
3.21%

238,188
5,522,850

4.29%
99.44%

30,830

0.56%

363,227

Meter read error additional water revenue from Prairie Materials
system conversion error recapture water revenue from Hazel Crest 16 LLC
projected revenue in excess of expense for FY2018

proposed 4/30/2018
annualized adjusted statement
$
% of revenue

0
5,231,426
674
133,100
17,250
119
75,030
5,553,679

100%

1
15,694,279
2,023
399,300
51,750
358
225,091
16,372,800

248,334
15,974
20,149
1,541
1,919
75,311

4.47%
0.29%
0.36%
0.03%
0.03%
1.36%

745,001
47,922
60,447
4,622
5,756
225,934

100%

1,089,682

4
5 6 -

49,273
5,081

7 8 -

74,333
12,000

-

9

10
11
12

13 - 208,582
14 - 178,101
15
95,149
16 - 238,188
- 766,488

-

186,701
2,754
3,955
2,983
1,109
7,324
63,631
0
12,437
24,406
12,000
16,451
6,857
17,020
30,289
10,726
10,313
47,170
66,667
1,539
212
3,936,611
0
0
95,149
0
4,756,362

3.36%
0.05%
0.07%
0.05%
0.02%
0.00%
0.13%
0.00%
1.15%
0.00%
0.22%
0.00%
0.44%
0.22%
0.00%
0.00%
0.30%
0.12%
0.31%
0.55%
0.19%
0.19%
0.85%
1.20%
0.03%
0.00%
0.00%
70.88%
0.00%
0.00%
0.00%
0.00%
1.71%
0.00%
85.64%

797,317

14.36%

-

-

-

4.55%
0.29%
0.37%
0.03%
0.04%
1.38%
6.66%

560,104
8,261
11,865
8,948
3,327
21,971
405,000
190,892
1
37,310
73,219
36,000
49,354
20,572
51,060
90,868
32,177
30,940
141,509
200,000
4,616
636
11,809,834
1
0
285,447
15,162,323

3.42%
0.05%
0.07%
0.05%
0.02%
0.00%
0.13%
2.47%
1.17%
0.00%
0.23%
0.00%
0.45%
0.22%
0.00%
0.00%
0.30%
0.13%
0.31%
0.55%
0.20%
0.19%
0.86%
1.22%
0.03%
0.00%
0.00%
72.13%
0.00%
0.00%
0.00%
0.00%
1.74%
0.00%
92.61%

1,210,478

7.39%

195,000
185,000
1,590,478

Robert P. Handler, Receiver for Harvey Water Fund
Footnotes to the Proposed Adjusted Revenue and Expense Statement
August 31, 2017 Month to Date
Foot notes
1. No adjustment made to water services revenue for the first four months.
However in September an additional $195,000 and $185,000 was billed to
customers for previous bad meter reads. The additional $380,000 of water
services billing in September is real revenue but a one-time event. The
benefit of the meter replacement project is not reflected here.
2. Salaries increased materially from the previous year. The increase is due to
reclassification of employees. When the Receiver started the engagement it
was noted the pump station supervisor was not on the Water Department’s
payroll, but was on the Sewer Department payroll. The Receiver was
informed that other individuals may have been previously misclassified and
were corrected in August. The Receiver’s next phase of review will be
concentrated in this area for proper classification and job function. No
adjustment proposed at this time.
3. General insurance expense has increased annually by 38.5%. The Receiver
will investigate further; but this may just be a classification issue. No
adjustment proposed at this time.
4. Accounting fees are for (i) the outside Audit firm of Lauterbach & Amen in
the amount of $20,400 and (ii) W&W Consulting in the amount of $43,231.
The Receiver will examine for proper apportionment of fees in the near term.
No adjustment is proposed at this time.
5. Legal fees are all for Roth Fioretti, counsel to Harvey. The Receiver believes
these should be reclassified out of Water Fund and entirely into the General
Fund, without any allocation for contribution by the Water Fund.
6. IT services included a one time set up fee for BS&A of $7,621.59. Amortized
over 12 months, this results in an adjustment of $5,081.06 for the first four
months of the year.
7. Outside services reflects the recording of two large invoices from the Illinois
EPA: one in the amount of $60,000 for prior years’ obligations; the other in
the amount of $20,000 for this year’s obligation. The Receiver proposes to
adjust $74,333 from the four-month statement as follows: (i) $60,000 is to be
excluded for the budgeted operation and (ii) the remaining $14,333 is to be
amortized over the remaining 8 months of the fiscal year.

8. Professional services consists of the outside contract of Rufus Fisher, who is
acting as the Superintendent of Water and Public Works. At this time the
Receiver proposes a 50% allocation between Water and the Public Works
dept.
9. The utility expense is comparable to previous years’, but a review is needed
to determine whether the current allocation is proper. No adjustment
proposed at this time.
10. Equipment maintenance appears to be low for the first four months of the
year. We know first hand that some needed repairs will be scheduled in the
near term. This line item is expected to increase over time.
11. Water purchases as a percent of water services has increased from FY2017 of
72.5% to 75.25% for the first four months of FY2018. We anticipate
increased capture of water revenue with the installation of new water meters
for the commercial accounts. We also anticipate water expenses will
decrease once a new meter is installed at the city of Chicago water vault.
This will result in Harvey being charged for actual usage of the water line. No
proposed adjustment at this time as the Receiver envisions the ratio of water
expense to water service revenue will decrease by year-end.
12. Debt service reflects the general obligation and JAWA principal payments.
There is currently scheduled $417,165 for JAWA principal payments
(obligation ends 5/18) and $338,000 for general obligation payments, for
total principal payments of $755,165 for FY2018. Amortized ratably over the
twelve month period, the four month principal accrual should be $251,721.
An additional $43,140 must be accrued for the scheduled principal payment
for FY2018.
13. Debt service interest for the two general obligation bonds and the JAWA
bond amounts to $367,761.12 for the year. Amortizing the interest expense
ratably over the twelve months renders a monthly obligation interest
expense of $30,647.78. The expense for the four-month period should be
$122,587, which reflects an adjustment of $55,514.
14. Debt service interest city of Chicago reflects is the penalty and interest
charges on the current four monthly bills received from the City of Chicago
Water department.

EXHIBIT E

---'1----

Statement Period Date: 9/1/2017 - 9/30/2017
Account Type: Pf COMML 53 ANALY2ED

Account Number: 7239704419

FIFTH THIRD BANK

(CHICAGO)

---

f>.O. BOX 630900 CINCINNATI OH 4S253-0900

cm OF HARVEY

Banking Center: Harvey
Banking Center Phone: 708-333-2010

OLA

WATER BILL

Commercial Client Services: 866-475-0729

15320 BROADWAY AVE

HARVEY IL 60426-3396

279

Account Summary - 7239704419
09/01

Beginning Balance

$452,535.96

1
26
09/30

Checks
Withdrawals/ Deb!ts
Deposits / Credits
Ending Balance

$(570.22)
$328,727.88
$780,693.62

Number of Days in Period

Withdrawals I Debits
Date
09/20

1 item totaling $570.22

Amount
570.22

Deposits I Credits
Date
09/05
09/12
09/12
09/13
09/13
09/13
09/14
09/14
09/14
09/14
09/lS
09/18
09/18
09/18
09/18
09/19
09/20
09/20
09/20
09/21
09/21
09/22
09/2S
09/2S
09/25
09/27

30

Amount

502.09
2,758.77
3,305.74
508.92
1,860.46
2,248.49
565.77
1,686.73
3,812.90
5,650.67
570.22
501.25
7,563.46
36,295.26
93,364.55
626.83
3,265.20
6,003.02
141,943.93
500.00
2,928.26
4,4S2.71
928.36
1,838.07
3,952.76
1,093.46

Description

RETURN DEPOSIT ITEM(S) ADVICE:101020
26 items totaling $328,727.88
Description
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
GRAND TRUNK WEST PAYMENT 0190104670 CITY OF HARVEY 091317
DEPOSIT
DEPOSIT
DEPOSIT
FUCHS LUBRICANTS DIRECT DEPOSITTRD PYBLES 0000000001 CITY OF HARVEY 091417
DEPOSIT
DEPOSIT
DEPOSIT
GRAND TRUNK WEST PAYMENT 0190106027 CITY OF HARVEY 091817
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT
DEPOSIT

Daily Balance Summary
Date

Amount

09/0S
09/12
09/13
09/14

453,038.0S
459,102.56
463,720.43
47S,436.SO

Date
09/15
09/18
09/19
09/20

Amount Date
476,006.72
613,731.24
614,358.07
765,000.00

09/21
09/22
09/2S
09/27

For additional informatlon and account disclosures, please visit www.53.com/commercialbanklng

Amount
768,428.26
772,880.97
779,600.16
780,693.62

Page 1of2

---lm----FIFTH THIRD BANK

EFFECTIVE SEPTEMBER lST, WE INCREASED THE INTEREST RATE WE PAY OUR CUSTOMERS ON SOME OF OUR COMMERCIAL DEPOSIT PRODUCTS.
IF YOU HAVE ANY QUESTIONS, PLEASE CONTACT YOUR FIFTH THIRD BANK RELATIONSHIP MANAGER, TREASURY MANAGEMENT REPRESENTATIVE
OR CALL 1-866-475-0729 AND SELECT OPTION 5 THEN 2. MEMBER FDIC.
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Statement Period Date: 9/1/2017 - 9/30/2017
Account Type: PF COMML 53 ANALVZED
Account Number: 7240672175

FIFTH THIRD BANK
(CHICAGO)
P.O. BOX 630900 CINONNATI OH 45"263-0900

--

CITY OF HARVEY

Banking Center: 222 S. Riverside
Banking Center Phone: 312-704-7300
Commercial Client Services: 866-475-0729

0

WATER LOCKBOX
15320 BROADWAY AVE
HARVEY IL 60426-3396

22786

Account Summary - 7240672175
09/01

53
09/30

Deposits
Date
09/01
09/05
09/05
09/06
09/08

09/11
09/11
09/11
09/11
09/11
09/11
09/11
09/12
09/12
09/13
09/13
09/13
09/14
09/14
09/14
09/14
09/14
09/15
09/15
09/15
09/15
09/15
09/18
09/18
09/18
09/18
09/19
09/20
09/20
09/20
09/21
09/21
09/22
09/25
09/25
09/25

Beginning Balance
Checks
Withdrawals / Debits
Deposits/ Credits
Ending Balance

I

$94,308.11

Number of Days in Period

30

$75,792.89
$170,101.00

Credits

53 items totaling $75,792.89

Amount
98.40
455.17
1,263.43
281.24
648.92
84.16
100.00
240.29
860.05
1,107.59
3,359.52
6,638.85
430.60
7,523.09
65.14
75.71
1,063.67
302.11
2,569.90
4,674.41
6,770.80
10,538.33
59.45
85.38
146.59
501.64
4,058.30
118.10
246.71
2,515.25
3,144.43
2,339.39
423.85
1,878.17
2,659.61
197.50
200.85
869.63
68.71
125.00
136.91

Description
LOCKBOX DEPOSIT

LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT

For additional information and account disclosures, please visit www.53.com/commercialbanklng
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----lm--FIFTH THIRD BANK

Deposits / Credits - continued
Date

Amount

Description

09/25
09/25
09/25
09/26
09/26
09/27
09/27
09/28
09/28
09/29
09/29
09/29

273.42
1,544.79
2,922.50
59.32
124.99
12.12
125.75
250.00
608.91
65.26
412.98
466.00

LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT
LOCKBOX DEPOSIT

Daily Balance Summary
Date

Amount

Date

09/01
09/0S
09/06
09/08
09/11
09/12
09/13

94,406.51
96,125.11
96,406.3S
97,055.27
109,445.73
117,399.42
118,603.94

09/14
09/lS
09/lB
09/19
09/20
09/21

Amount Date
143,459.49
148,310.BS
154,335.34
156,674.73
161,636.36
162,034.71

09/22
09/2S
09/26
09/27
09/28
09/29

Amount

162,904.34
167,975.67
168,1S9.9B
168,297.8S
169,156.76
170,101.00

EFFECTIVE SEPTEMBER !ST, WE INCREASED THE INTEREST RATE WE PAY OUR CUSTOMERS ON SOME OF OUR COMMERCIAL DEPOSIT PRODUCTS.
IF YOU HAVE ANY QUESTIONS, PLEASE CONTACT YOUR FIFTH THIRD BANK RELATIONSHIP MANAGER, TREASURY MANAGEMENT REPRESENTATIVE
OR CALL 1-866-475-0729 AND SELECT OPTION 5 THEN 2. MEMBER FDIC.
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EXHIBIT F

10/16/2017

CHECK DISBURSEMENTS
WATER FUND
FROM 08/04/2017 TO 10/04/2017

Date

Description

Reference#

AIRGAS USA, LLC
Bank Direct
AT&T July-17 Bill; Aug-17 Auto Debit

121759
204(E)

Amount

·ciiii04iioi7______i7-iicia:io3i-c:;;h:-53·oisb"~;;;;-;;;~-;;-i~----------sE"6:-0A"t.ANcT------------------------·
08/01/2017
08/09/2017
08/09/2017
08/11/2017
08/11/2017
08/14/2017
08/lS/2017

AT&T July-17 Bill; Aug-17 Auto Debit
SPRINT

1191
1191
205(E)

1,229.24
44,769.41
1,801.32

121782

450.33
69.34
643.45

121795
211(E)

4,260.00
177.82

08/16/2017

GLEN'S UNIFORM SALES
METROPOLITAN INDUSTRIES,INC

08/24/2017

COMCAST BUSINESS

08/25/2017
08/28/2017

COMCAST
GASVODA & ASSOCIATES, INC.

121809

08/31/2017
08/31/2017

W & W CONSULTING GROUP, LLC
UNITEDHEALTHCARE INS. COMPANY

215(E)
1377

10,324.00
2,916.89

08/31/2017
09/01/2017
09/08/2017
09/12/2017

THE STANDARD
RUFUS FISHER

1387
121817
121821

33.83
6,000.00

09/12/2017

AT&T Aug-17 Bill; Sept-17 Auto Debit
SPRINT

09/12/2017
09/13/2017
09/18/2017
09/18/2017
09/21/2017
09/21/2017
09/21/2017

ANDRE LEWIS
AT&T Aug-17 Bill; Sept-17 Auto Debit

ITRON, INC.
THIRD MILLENNIUM
Bank Direct
CONDUENT BUSINESS SERVICES, LLC
XEROX BUSINESS SERVICES LLC
DYS INC
COMCAST BUSINESS

09/22/2017
09/23/2017
09/26/2017

COMCAST
PURCHASE POWER

09/28/2017

ALMIGHTY ROOTER INC

09/28/2017

CLARENCE N. RASHEED

09/28/2017
09/28/2017

ERi KA RIVERA
NATALIE SHIPMAN

09/29/2017
09/30/2017
09/30/2017

RUFUS FISHER
UNITEDHEALTHCARE INS. COMPANY
THE STANDARD

10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/02/2017
10/03/2017
10/04/2017

W & W CONSULTING GROUP, LLC
UNITEDHEALTHCARE INS. COMPANY
CHECK AMERICA CORPORATION
CREATIVE FORMS & CONCEPTS, INC.
HACH COMPANY
HP PRODUCTS
ILLINOIS CENTRAL R.R. CO.
PATTEN INDUSTRIES, INC.
RICOH USA, INC.
THE STANDARD
WATER PRODUCTS-AURORA
WEST SIDE EXCHANGE DEPT #4570
RED FLAG CHICAGO, LLC
CONDUENT BUSINESS SERVICES, LLC

212(E)

1302
1302
22l(E)
121827
121831
223(E)
121835
121836
121839

180.98
736.70

30.39
1,808.69
452.17
71.70
2,383.21
1,162.18
30,000.00
9,896.16
8,662.12

225(E)
222(E)

8,100.00
177.82
171.48

227(E)

650.00

121841
121842
121843
121844
121845
1378
1388
232(E)
233(E)
121854
121859
121866
121869
121870
121882
121886
121894
121900
121901
121910
121914
Total

77.Sl
110.86
40.81
72.40
6,000.00
2,916.89
33.83
8,279.00
16,077.22
4,169.61
111.10
1,242.98
674.41
93,364.51
3,894.00
94.10
88.03
19,807.36
10,481.29
3,S00.00
4,948.08
313,143.22

EXHIBIT G

Commercial Recovery Associates, LLC
Robert P. Handler, Receiver for City of Harvey Water Fund
Downstream Municipality Rate Investigation Report
September 11, 2017
There are five downstream municipalities that receive their water from the City of
Harvey. When we initially tested the billing rate for water per cubic foot we noticed
two ranges of value. The municipalities of Dixmoor and East Hazel Crest were
within one range. However, Homewood, Posen and Hazel Crest were in another
range that differed by nearly a factor of 10 from the other two municipalities. See
computed rates below:
Municipality
Dixmoor
East Hazel Crest

Computed Rate from Invoice
$.0527 per cubic foot
$.0503 per cubic foot

Homewood
Posen
Hazel Crest
Hazel Crest

$.3186 per cubic foot
$.5177 per cubic foot
$.4007 per cubic foot
$.4126 per cubic foot

Because of this wide discrepancy, the Receiver undertook an examination of
Harvey’s billing process.
The meters that record water passing through to the downstream municipalities are
read on a monthly basis. We accompanied Harvey’s meter readers on their
regularly scheduled meter viewings and verified in the field the numbers that were
actually being recorded from the meters in the various municipality water vaults.
Those recorded meter numbers from the field were then handed to a billing clerk at
the water department offices. The billing clerk in turn records the meter reads in a
meter book. The billing clerk then computes the consumed amount of water by
subtracting the previous month’s reading from the current month’s read. Harvey
maintains a separate meter sheet for each downstream municipality, and the clerk
calculates the net consumption amount for each municipality by hand.
In our review of the municipal read sheets we noticed hand written instructions on
Homewood, Posen and Hazel Crest’s sheets stating: “Drop 0 when billing”. In
accordance with these instructions, when entering the consumed quantity into the
billing system, the clerk would reduce the quantity consumed by the last zero (0)
digit. This practice reduced the net consumption for that specific meter by a factor
of 10. The billing rates for these three municipalities were then increased in the
system by a factor of ten as reflected in the systems rate chart. Decreasing the

consumption and increasing the rate yielded the proper total amount to be charged
to the municipality. However by performing this practice, the actual consumption
for the three municipalities was understated and the unit rate for billing purposes
was overstated. This practice appears to have been performed for a number of
years. The Receiver has not been given any reasonable explanation justifying this
practice. A copy of Hazel Crest’s recent bill and the underlying meter read sheet
accompanies this memo as an example.
The actual effective rates for the down stream municipalities are listed below for the
same time period as listed above.
Municipality
Dixmoor
East Hazel Crest

Actual Effective Rate
$.0527 per cubic foot (same)
$.0503 per cubic foot (same)

Homewood
Posen
Hazel Crest
Hazel Crest

$.0319 per cubic foot
$.0518 per cubic foot
$.0401 per cubic foot
$.0413 per cubic foot

Hazel Crest, which has two meters, for some reason was billed different rates for
each of them. The Receiver has ended this practice and will invoice one rate for
both Hazel Crest water meters, effective August 31, 2017.
The practice of dropping zeros and using a higher billing rate will be stopped in the
very near future.
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September 29, 2017

Via Email:
Diane.Pezanoski@cityofchicago.org
Fiona.Burke@cityofchicago.org
Diane M. Pezanoski, Deputy Corporation Counsel
Fiona A. Burke, Senior Counsel
City of Chicago, Depmtment of Law
121 North LaSalle Street, Suite 600
Chicago, Illinois 60602

Re:

City of Chicago v. City of Harvey, et al; Case No. 12 CH 44855

Dear Diane and Fiona,
As we have recently discussed with you, we request an initial 90-day grace period for
enforcement of (i) Chicago's Citation on Harvey' s bank accounts and payments by the
downstream municipalities, and (ii) the Consent Decree, subject to further extension by consent
of the City of Chicago as discussed below (as it may be so extended from time to time, the
"Grace Period"), as follows:
1.

Release the Citation dming the Grace Period: We propose that the citation be released
for the duration of the Grace Period, insofar as the Receiver will be in complete
charge of Harvey's Water Fund and Chicago will continue to retain its judgment. .

2.

Modify the Downstream Municipalities' payments of bills due to Harvey by directing
them to:
a. Pay the full amount of their bills directly to Harvey's Water Fund account; and
b. Tum over all water bill reserves to the Receiver for Harvey's water fund, for
deposit solely in Harvey's Water Fund.

3.

Harvey, through the Receiver, will:
a. Pay Chicago
i.

n.

All cmTent bills going forward; and
A minimum of $1 OOk/month on the arrearage (the "Minimum Payment")

b. Review quarterly the Minimum Payment as Harvey improves collection and
billing practices, repairs leaks, and updates metering for all customers; and
c. Prepare Harvey' s budget for future repairs and capital expenditures. This budget
will include, as determined by the Receiver after completion of a capital
improvement assessment, the necessary repairs and/or capital expenditures for
those items raised by Homewood in its pending motion to expand the
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receivership.
4.

The Grace Period will be extended an additional ninety (90) days upon a showing of
good cause for such extension by the Receiver and agreement by Chicago following
its review of the proffered good cause showing.

5.

Chicago would of course retain the right to te1minate the Grace Period before its 90
day life ends should Harvey fail to make the payments in paragraph 3 a) i-ii above or
for other good cause shown

In our prior correspondence with you, we explained how the citation is creating an
administrative and accounting burden on the receivership. CmTently, because of the citation on
Harvey' s accounts at 5th/3rd Bank, the bank has imposed a permanent hold on Harvey's water
fund accounts. This hold creates a daily negative balance. Even though 5th/3rd has stated to the
Receiver that Harvey still has funds available from those accounts, the daily balance reports
continue to show a negative balance. In addition, 5t11;3rd continues to sweep those accounts at the
end of the month and provide Chicago with whatever balance remains at that time. The actual
amount turned over varies. The Receiver needs to properly manage the Water Fund. However,
because of the citation, the Receiver is unable to accurately budget for the allowed Water Fund
expenses without risking bouncing a check.
As we also discussed, as currently required under the Consent Decree, the downstream
municipalities are directed to pay their current bills from Harvey to Chicago. Chicago, in tum,
applies those payments to Harvey's arrearage. In addition, those suburbs can hold back up to
15% of those bills, presumably for capital improvements. This has also created an administrative
and accounting burden on the receivership.
You will find enclosed our proposed operating budget for managing the Water Fund
during the grace period. The budget includes our footnotes setting fmth the basis for the key
inputs and other assumptions . This budget, which incorporates our proposal, demonstrates that
the Water Fund, while managed by the Receiver, will be able to (i) satisfy its obligations under
state law regarding water-related expenses, (ii) provide Harvey's Water Department with the
cash resources it requires to carry out its duties to Harvey and (iii) satisfy Harvey's dual
obligations to Chicago for all future bills and begin to reduce the arrearage.
We would like the Grace Period to be effective no later than October 3, 2017. If you
approve, our counsel will prepare the Receiver' s motion and the proposed order for your review
and approval .
In considering whether to approve this proposal, we wish to stress that we do not believe
at this time that the restructured payments (proposed herein at $100,000/month as opposed to the
$243,919.70/month required under the Consent Decree) are all that Harvey will be able to pay
out of the Water Fund once all efficiencies are obtained and waste is eliminated, based upon our
ongoing work. Further, we are not, by way of this proposal, suggesting that Harvey has no
obligation to repay the Water Fund prior amounts taken from it for use in payment of non-water
related expenses. In fact, we fully intend to seek recovery of those payments so that not only
can Harvey make the mandatory Consent Decree payments, but it can also make additional lump
sum payments to Chicago to the extent the Receiver deems them feasible, until such time as the
full Consent Decree debt is paid. In furtherance of that objective, our financial consultant,
Gould & Pakter Associates, has recently begun collecting the forensic and other information we
will need in order to identify and recover all amounts misappropriated from the Water Fund. As
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that information is obtained, we will diligently advance our plan to recover all amounts owed the
Water Fund.
Please respond to this proposal by October 2, 2017.
Thank you for your time and consideration.
Regards,
RCIAL RECOVERY ASSOCIATES, LLC

Receiver for City of Harvey, IL's Water Fund
Copies (via email):
Edward.Siskel@cityofchicago.org
skulwin@kmklawllp.com
jkulwin@kmklawllp.com
nreid@foxswibel.com
bwilson@foxswibel.com
mark@rothfioretti.com
ken@rothfioretti.com
rwfchicago@yahoo.com
zimmer@dlglawgroup.com
vblopez@dlglawgroup.com
chris@cummingsduda.com
pmmlawyer@aol.com
admin@zenolawoffice.com
marovich@hdoml.com

City of Harvey Water Department
Revenue and Expense report
period ending 8/31/17

$
Revenue
transfer from debt service fund
other services
water services
meter charge
restore fee
tampering fees
interest income
lien fee
penalties
total revenues

Expenditures
salaries
overtime
payroll taxes
payroll taxes - unemployment
IMRF
fringe benefits
sub-total
physical examinations
insurance package
workers comp
uniform & clothing allowance
office supplies
printing & duplication
equipment purchases
postage &delivery
Receiver fees
Accounting & Audit
legal fees
IT fees
contractual services
outside services
professional services
travel expense
dues &subscriptions
vehicle maintenance
gas, oil &fuel
operating supplies
utilities
communications
building maintenance
equipment maintenance
capital improvements
equipment rental
bank & credit card fees
miscl exp.
water purchases
depreciation expense
amortization expense
debt service principal
debt service interest Genl & JAWA
debt service per consent decree
debt service interest city of Chicago water
total expenditures
Net of revenue & expenses

8/31/2017 YTD
% of revenue

96,079
5,231,426
674
133,100
17,250
119
75,030
5,553,679

foot proposed
note adjustments
$
-

8/31/2017 YTD
proposed adjusted statement
$
% of revenue

96,079

1

100%

248,334
15,974
20,149
1,541
1,919
75,311

4.47%
0.29%
0.36%
0.03%
0.03%
1.36%
6.54%

2

186,701
2,754
3,955
2,983
1,109
7,324
63,631
49,273
17,518
98,739
24,000
16,451
6,857
17,020
30,289
10,726
10,313
47,170

3.36%
0.05%
0.07%
0.05%
0.02%
0.00%
0.13%
0.00%
1.15%
0.89%
0.32%
0.00%
1.78%
0.43%
0.00%
0.00%
0.30%
0.12%
0.31%
0.55%
0.19%
0.19%
0.85%

3

1,539
-212
3,936,611
208,582
178,101

0.03%
0.00%
0.00%
70.88%
0.00%
0.00%
3.76%
3.21%

238,188
5,522,850

4.29%
99.44%

30,830

0.56%

363,227

Meter read error additional water revenue from Prairie Materials
system conversion error recapture water revenue from Hazel Crest 16 LLC
projected revenue in excess of expense for FY2018

proposed 4/30/2018
annualized adjusted statement
$
% of revenue

0
5,231,426
674
133,100
17,250
119
75,030
5,553,679

100%

1
15,694,279
2,023
399,300
51,750
358
225,091
16,372,800

248,334
15,974
20,149
1,541
1,919
75,311

4.47%
0.29%
0.36%
0.03%
0.03%
1.36%

745,001
47,922
60,447
4,622
5,756
225,934

100%

1,089,682

4
5 6 -

49,273
5,081

7 8 -

74,333
12,000

-

9

10
11
12

13 - 208,582
14 - 178,101
15
95,149
16 - 238,188
- 766,488

-

186,701
2,754
3,955
2,983
1,109
7,324
63,631
0
12,437
24,406
12,000
16,451
6,857
17,020
30,289
10,726
10,313
47,170
66,667
1,539
212
3,936,611
0
0
95,149
0
4,756,362

3.36%
0.05%
0.07%
0.05%
0.02%
0.00%
0.13%
0.00%
1.15%
0.00%
0.22%
0.00%
0.44%
0.22%
0.00%
0.00%
0.30%
0.12%
0.31%
0.55%
0.19%
0.19%
0.85%
1.20%
0.03%
0.00%
0.00%
70.88%
0.00%
0.00%
0.00%
0.00%
1.71%
0.00%
85.64%

797,317

14.36%

-

-

-

4.55%
0.29%
0.37%
0.03%
0.04%
1.38%
6.66%

2017 FY
$

% of revenue

410,538
46,416
16,549,550
10,143
102,230
32,106
155
275
172,125
17,323,538

100%

501,323
15,807
38,182
3,538
6,387
159,790
725,027

560,104
8,261
11,865
8,948
3,327
21,971
405,000
190,892
1
37,310
73,219
36,000
49,354
20,572
51,060
90,868
32,177
30,940
141,509
200,000
4,616
636
11,809,834
1
0
285,447
15,162,323

3.42%
0.05%
0.07%
0.05%
0.02%
0.00%
0.13%
2.47%
1.17%
0.00%
0.23%
0.00%
0.45%
0.22%
0.00%
0.00%
0.30%
0.13%
0.31%
0.55%
0.20%
0.19%
0.86%
1.22%
0.03%
0.00%
0.00%
72.13%
0.00%
0.00%
0.00%
0.00%
1.74%
0.00%
92.61%

7,276
48,041
100
11,994,292
397,239
(4,608)
908,529
15,595,099

0.04%
0.28%
0.00%
69.24%
2.29%
-0.03%
0.00%
0.00%
0.00%
5.24%
90.02%

1,210,478

7.39%

1,728,439

9.98%

195,000
185,000
1,590,478

185
385,776
6,813
3,100
14,399
1,405
77,564
33,511
153,157
24,870
42,404
81,300
32,465
87,553
65
351
23,322
17,770
74,682
94,484
36,464
2,950
324,613

2.89%
0.09%
0.22%
0.02%
0.04%
0.92%
4.19%
0.00%
2.23%
0.04%
0.02%
0.08%
0.01%
0.45%
0.19%
0.00%
0.88%
0.14%
0.24%
0.47%
0.19%
0.51%
0.00%
0.00%
0.13%
0.10%
0.43%
0.55%
0.21%
0.02%
1.87%

City of Harvey, Water department
Footnotes to the proposed adjusted revenue and expense statement
August 31, 2017 Month to Date
Footnotes
1. No adjustment made to water services revenue for the first four months.
However in September an additional $195,000 and $185,000 was billed to
customers for previous bad meter reads. The additional $380,000 of water
services billing in September is real revenue but a one-time event.
2. Salaries increased materially from the previous year. The increase is due to
reclassification of employees. When the Receiver started the engagement it
was noted the pump station supervisor was not on the Water Department’s
payroll, but on the Sewer Department payroll. Other individuals were also
said to be misclassified and corrected in August. The Receiver’s next phase of
review will be concentrated in this area for proper classification and job
function. No adjustment proposed at this time.
3. General insurance expense has increased annually by 38.5%; need to
investigate increase. This may be a classification issue. No adjustment
proposed at this time.
4. Accounting fees are for the outside Audit firm of Lauterbach & Amen of
$20,400; and W&W Consulting for $43,231. Receiver needs to examine for
proper apportionment of fees in the near term. No adjustment is proposed at
this time.
5. Legal fees are all for Roth Fioretti legal advisement. All fees are proposed to
be reclassified out of Water fund and into the general fund.
6. IT services included a one time set up fee for BS&A of $7,621.59. Amortized
over 12 months results in an adjustment of $5,081.06 for the first four
months of the year.
7. Professional services results from recording two large invoices from the
Illinois EPA: one is $60,000 for prior years’ obligations; the other is for
$20,000 and is for this year’s obligation. Proposed to adjust $74,333 from
the four-month statement as follows: $60,000 is to be excluded for the
budgeted operation; the remaining $14,333 is to be amortized over the
remaining 8 months of the fiscal year.

8. Professional services records the outside contract of Rufus Fisher who is the
Superintendent of Water and Public Works. At this time I propose a 50%
allocation between Water and the Public Works dept.
9. The utility expense is comparable to previous years. A review of the utility
charge shows that the large energy invoice is for the water pumping station.
No adjustment proposed at this time.
10. Equipment maintenance appears to be low for the first four months of the
year. We know first hand that some needed repairs will be scheduled in the
near term. This line item is expected to increase over time.
11. Capital improvement is a new line item for specifically recording
expenditures for water system repairs and enhancements (e.g. ME Simpson
Leak repair report of December 2016; installation of new intake water meter
with radio read capability; and main reservoir improvements)
12. Water purchases as a percent of water services has increased from FY2017 of
72.5% to 75.25% for the first four months of 2018. We anticipate increase
capture of water revenue with the installation of new water meters for the
commercial accounts and we also anticipate a lowering of water expense as a
new meter is installed at the city of Chicago water vault and city of Harvey
would be charged for actual usage on the water line. No proposed
adjustment at this time I do envision by year-end the percent of water
expense to water service revenue will decline.
13. Debt service records the general obligation and JAWA principal payments.
For the year there is scheduled $417,165 for JAWA principal payments
(obligation ends 5/18) and $338,000 for general obligation payments. Total
principal payments for the year are $755,165. The debt service is not listed
in the 2015 consent decree, and therefore is eliminated for the proposed
budget.
14. Debt service interest for the two general obligation bonds and the JAWA
bond amounts to $367,761.12 for the year. Amortizing the interest expense
ratably over the twelve months renders a monthly obligation interest
expense of $30,647.78. The expense is not listed as a line item per the 2015
consent decree and is eliminated for the proposed 2018 budget.
15. Pursuant to sec. 6 of the 2015 consent decree Harvey shall be entitled to pay
$258,447.48 per year on debt service on Harvey’s 2007A GO bond in fiscal
year 2018 and 2019.
16. The debt service interest city of Chicago is the penalty and interest charges
on the current four monthly bills received from the City of Chicago Water
dept.

