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Springfield, IL 62701 
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Cook County State's Attorney 
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Dear Attorney General Lisa Madigan and Cook County State’s Attorney Kimberly M. Foxx: 

 

On behalf Harvey, Illinois residents, my office requests you investigate and then 

prosecute city of Harvey, Illinois officials for criminal and/or civil violations of Illinois law, 

specifically but not limited to official misconduct (720 ILCS 5/33-3), misapplication of funds 

(720 ILCS 5/33E-16), theft of government property (720 ILCS 5/16-1) and other breaches of the 

public trust. 

 

The city of Harvey is in a dire financial crisis.  This crisis stems, in part, from Mayor Eric 

J. Kellogg and his administration’s misuse of water funds and other funds in violation of state 

law.   Because of this and other misuses: 

 

1. Harvey is not able to properly handle its financial obligations to residents, city 

employees and vendors;   

2. Harvey residents have seen a disruption in trash disposal, resulting in an escalating 

rodent population;   

3. Harvey’s failure to pay dumping fees has left open dumping with environmental 

hazards for over a year to two years;   

4. Harvey’s failure to pay ComEd has resulted in a disruption of street lighting.   

5. Abandoned homes are not demolished, secured and left open in dilapidated condition.   

6. Sinkholes are rife throughout the city;   

7. Employees no longer have dental insurance, which employees paid in part;   

8. Employee medical insurance is at the brink of cancellation;   

9. Harvey has not fulfilled its payroll obligations or has failed to fully pay its 

employees; and 

10. Harvey’s Auto, General Liability and Umbrella Insurance Coverage insurance was 

cancelled due to non-payment of premiums.  Harvey has yet to establish insurance 

coverage leaving Harvey assets vulnerable.  

 

The list continues.  All of this creates a hardship and health and safety issue to Harvey residents 

and employees.   



Pursuant to Illinois law, a municipality may only use Water Revenue for water-related
expenses, unless all water-related expenses are satisfied. In a July 19,2017 Chicago v. City of
Harvey order (12 CH 44855), a Cook County circuit court found the following:

l. Harvey used Water Revenue to make fraudulent payments, including payments to Kay
Jewelers, Kohl's Department Store, a Capital One credit card, and a 529 college fund
account, which are in violation of Illinois law.

2. Harvey used Water Revenue to pay Harvey's non-water-related expenses, which is a
violation of Illinois law.

3. Harvey transferred $26 million of Water Revenue to the General Fund to pay non-water-
related expense, which is a violation of Illinois law.

On several occasions throughout the order, the Court specifically stated,

l. "In conclusion, Harvev has failed to follow Illinois law failed to follow its own Consent
Decree, failed to follow this Court's Order, and failed to cure the unauthorized
transactions outlined in Chicago's Letter."

2. "Second, Illinois law, Consent Decrees, and Court orders have had no effect on

@y, showing that a receiver is now the appropriate next step."
3. "In conclusion, , failed to follow its own

Consent Decree, failed to follow this Court's Order, failed to offer an accounting of
where the missing Water Revenue is,

!l!e@,"
4. "Moreover, , the Consent Decree, and this

Court's orders."

."

The Court's findings and statements regarding violations of Illinois law, should provide enough
grounds upon which to investigate and possibly prosecute.

Additionally, please review the enclosed copy of a check in the amount of $12,000.00
made payable to Let's Kiss and Makeup, LLC. From my research, this company offers
makeup/eyelash applications, skincare, along with facial and body waxing services. This
transaction, including the amount, is questionable to say the least. If should be difficult to
demonstrate this is a legitimate or reasonable municipal expense used for municipal purposes. It
would appear this transaction was personal. Harvey has claimed that several unauthorized
transactions were the result of computer hacking. This check, however, was written from
Harvey's "Pooled Disbursement Account" and bears the signature of Mayor Eric J. Kellogg and
City Clerk Nancy Clark. It was deposited in JP Morgan Chase bank. Therefore, it should not be
presumed to be a computer hacked transaction. From my understanding, such transactions if
personal and proven , are a theft of govemment property (720 ILCS 5/16-l). There may be other
laws that apply to this matter.
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It is my belief this transaction is one of several illegitimate transactions (check, electronic
or credit card) used for personal services. My office requests you investigate this specific matter
and all other illegitimate financial transactions, if any, perpetrated by this administration. Please
act immediately as to avoid statute of limitation issues, if any. You need to look behind the
financial curtain which is the city of Harvey.

As previously noted, this and other conduct has had a detrimental effect on city of Harvey
finances and contributed to its financial downward spiral. As public officials, part of our duty is
to protect the law and public trust. Your offices have the authority to investigate and prosecute
these matters. If Harvey residents cannot depend on you, upon whom shall we depend other than
God? Help us!

If you have questions or need additional information, please contact me at708-491-5259
or alderman clark@gmai l. c om.

Sincerely,

City of Harvey, Illinois Third Ward Alderman

W.@Joseph Whittington
City of Harvey, Illinois Second Ward Alderman

City of Harvey, Illinois First Ward Alderwoman

Enclosure:

July 19, 2017 Circuit Court Order
Copy of Bank Check to Let's Kiss and Makeup, LLC
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Posting te 16 Jul 19 Posting Check Number 
12 545 Amount $2 50 .0

Posting te 16 Jul 19 Posting Check Number
12 545 Amount $2 50 .0

Posting te 16 Jul 19 Posting Check Number 
12 539 Amount $55 .0

Posting te 16 Jul 19 Posting Check Number
12 539 Amount $55 .0

Posting Date 2016 Jul 20 Posting Check Number 
120607 Amount $12,000.00 

Posting Date  2016 Jul 20 Posting Check Number  
120607 Amount  $12,000.00 

Posting te 16 Jul Posting Check Number 
12 624 Amount $361.35 

Posting te 16 Jul Posting Check Number
12 624 Amount $361.35 
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07/19/2017 13:08 JUDGE PANTLE 

IN THE CIRCUIT COURT OF COO COUNTY, ILLINOIS 
COUNTY DEPARTMENT, CHA CERY DIVISION 

CITY OF CHICAGO, ) 

Plaintiff, ) 
) 
) 

v. ) 
) 
) 

CJTY OF HARVEV' ) 
VILLAGE Of HOMEWOOD, VILLAGE OF ) 
HAZEL CREST, VILLAGE OF POSEN, ) 
VTLLAGE OF DIXMOOR, VILLAGE OF EAST ) 
HAZEL CREST, ) 

Defendants. ) 

No. , 2 CH 44855 

Hon Kath
0

lcen M. Pantle 

ORDER 
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This matter comes before the Couti' on Plaintiff , City of Chicago ("Chicago''), Motion 

to Declare Transactions Relating to Cjty of Ha ey's Water Account "Unauthorized 

Transactions�' under the Consent Decree and for AppoiIT"ment of a Receiver as an Independent 

Monitor. First, Chicago seeks a declaration that certain transactions conducted by Defendant1 

City of Harvey ("'Harvey"), are "unauthorized transaction 1
' under a Consent Decree between the 

parties regarding the operation of Harvey's waterworks system. Second) Chicago requests the 

appointment of a receiver, at Harvey's expense, as an i dependent monitor to implement and 

enforce compliance with st.ate law and the Consent D cree. Third, Chicago seeks an order 

requiring Harvey to provide real-time access to its cloud- ased financial account system. 

Harvey has moved to strike, or in the alternative, ·1le a Sur-Reply to Chicago;s Reply in 

Further Support of its Supplemental TVfemorandum on the gronnds that the Second Supplemental 

Declaration of Ronald Cote contains new facts and/or co cl.usions to which Harvey has had no 

opportunity to respond. 

Chicago's Motion to Declare Transaction Una· thorized and for Appointment of a 

Receiver is granted. 

Harvey's Motion to Strike or File a Sur-Reply is d nied. 
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Background 

Since 1917, Harvey has purchased water from Chicago and resold it to its residents, its 

businesses, and downstream municipalities. After Harvey fell behind on its water payments to 

Chicago in 2012, Chicago sued Harvey in the Circuit Court of Cook County, entitled City of 

Chicago v. City of Harvey, et al., 12 CH 44855. After the Court entered Summary Judgment 

against Harvey in the amount of $26,303,339.02, the parties settled the case by Con.sent Decree 

entered on January 20, 2015 (the "Consent Decree"). 

The Consent Decree forgave some of Harvey's interest owed to Chicago in exchange for 

Harvey agreeing to certain obligations and consequences should it foil to meet its obligations. 

Specifically, Harvey was obligated to satisfy its outstanding water bills to Chicago in monthly 

instalments of$243,919.66 and to pay its future water bills in a timely manner. (Pl.'s Mot Ex. 1 

114,8.) In regards to any money generated by its waterworks system ("Water Revenue"), Harvey 

was required to deposit all Water Revenue into a segregated bank account (the ''\�later Fund") 

and to use Water Revenue only for water-related expenses while water-related expense remain 

unpaid. (Pt's Mot. Ex. l ,i,rs,6.) Harvey maintains the Water Fund at Fifth Third Bank along 

with other municipal accounts. (Pl. 's Memo p2.) The Consent Decree contains, in pertinent parts 

as follows: 

5. Deposit of All ·water Revenue into Segregated Bank Account.
Harvey agrees that on a monthly basis it will deposit ... all revenue or income 
generated by its waterworks system ("Water Revenue''), including money Harvey 
earns by reselling the water provided by Chicago to residents, industry and 
commercial enterprises within Harvey and any customers outside of Harvey, 
including [Downstream Municipalities], into a specific, identified and segregated 
bank account ("Water Fund Account") ... , 

6. Water Revenue Used First for Water-Related Ex12enses.
Harvey agrees that it will use Water Revenue first for statutorily-approved water
related expenses, and that it will not use any Water Revenue for non-water-related 
expenses, if water-related expenses remain unpaid .... 

(Pl. 's Mot. E:x. 1 115, 6) 

Furthermore, Harvey is required to provide Chicago with real-time access to Harvey's cloud 

based accounting system. (Pl.'s Mot. Ex.. 1110.) Specifically, Paragraph 10 states: 

10. Real-Time Access. and Quartei:ly and Annual Reports.
(a) Harvey shall cdntinue to provide Chicago access in real. time to the same
cloud-based financial system ... , or any successor system, for all leger accounts to

2 
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which Chicago currently has access .... 

(Pl. 's Mot. Ex. 1 ,rt 0.) 

The Consent Decree also outlines procedure to help resolve any potential violations. 

Specifically, Chicago can send Harvey's Comptroller and Corporation Counsel a "request for 

clarification" detailing Harvey's alleged "unauthorized transactions,,: which are violations of 

Paragraphs 5 and 6. (PL 's l\fot. Ex. l �12.) Harvey then must respond by either agreeing to cute 

the unauthorized transaction within 30 days or explain why such transactions are not 

unauthorized. (Id.) If Harvey fails to cure the unauthorized transaction or Chicago rcj1;:cts 

Harvey's claim of legitimate transactio11, then Chicago may request this Court to find the 

transaction unauthorized. (Id.) The Consent Decree contains, in pertinent parts as follows: 

12. Unauthorized Transactions.
. . . Chicago shall have the right to send notice to Harvey via email and certified
mail to its then-Comptroller and then-Corporation Counsel of a "request for
Clarification" identifying any transactions from the Water Account that Chicago
has a good faith belief are in violation of this Consent Decree ("Unauthorized
Transactions"). An "unauthorized Transaction" is defined as a transaction from
the Water Account that fails to comply with Paragraphs 5 and 6 of this Consent
Decree. Such "Notice of Request for Clarification" . . . shall identify the
transaction(s) for which Chicago seeks clarification and Chicago:s good faith
basis for believing that such transaction(s) is (are) unauthorized under this
Consent Decree. . . . Harvey shall have fourteen ( 14) days to respond to such
notice by either agreeing to cure the unauthorized transaction(s) within 30 days or
setting forth in writing its reasons why such transaction(s) is (are) not
unauthorized. In the event that Harvey fails to cure the unauthorized transaction(s)
or Chicago rejects Harvey's claim of authorization for such transaction(s), then
Chicago may request this Cow1 to find the transaction(s) unauthorized and, if it so
found, Harvey shall cure it (them) within seven (7) days of that fin.ding.

(Pl.'s Mot. Ex. 1 ifl2.) 

Lastly, Paragraph 34 of the Consent Decree grants this Court "jurisdiction over the 

Lawsuit for the purposes of interpretation, .implementation and/or enforcement of the terms and 

conditions of this Consent Decree." (Pl.'s Mem. Ex. l if34) 

Though Harvey made regular installment payments for over a year, it eventually missed 

several at the end of 2016. (Order Jan. 20, 2017.) As a result, on January 20, 2017, this Court 

found Harvey in Default under the Consent Decree for its repeated failures to make its monthly 

installment payments to Chicago and ordered, arnong other things 1 the following: (1) it 

3 
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prohibited Harvey from paying non-water-related expenses "vith Water Revenue while water

related expense remain unpaid; (2) it reinstated the Final Judgment against Harvey in the amount 

of $21,724�070.70; (3) it ordered Fifth Third Bank to wire all money in the Water Fund to 

Chicago; and (4) it ordered. the downstream municipalities to make al] water invoice payments 

directly to Chicago; (the 1'January Order"). As a rcsult1 
the Water Fund account was frozen and 

the downstream municipalities began to pay Chicago directly. However, Hanrey continues to bill 

its residents and businesses and utilizes Payment Service Network Inc. ("'PSN") to collect. 
(Def. 's Resp. Mem. Ex. A if6.) 

Shortly before the Court's Order, Chicago sent Harvey a "request for clarification" on 

December 9, 2016 pursuant to Paragraph 12 of the Consent Decree regarding six potential 

unauthorized transactions. (Pl. 's Mot. Declare ,r11 and Ex, 2 p5.) The letter outlined three 

violations of Paragraph 5-failure to deposit $5.98 million of Water Reven.ue into the Water 

Fund in 2015, failure to deposit $2.75 million of Water Revenue into the Water Fund in 2016, 

and failure to sweep all funds from the lockbox account-and three violations under Paragraph 

6-a transfer of over $26 million of Water Revenue from the Water Fund to the General Fund,
Harvey's misuse of Water Revenue to pay non-water-related expenses; and Harvey's fraudulent

use of Water Revenue to pay for various non-city bills, such as, Kay Je-1,velers, Kohl's, and credit

cards. (Pl. 's Mot. Declare Ex. 2 p2-5)

Harvey did not cure the issues within 30 days and summarily rejected the alleged 

violations in a .letter from Harvey's Comptroller Louis Williams dated December 16, 2016 
("Harvey's Letter"). (Pl.'s Mot Ex.3 pl.) In the letter, Harvey directed Chicago to Harvey's 

Annual Financial Reports that outlines Harvey's deteriorating financial situation, admitted to the 

use of Water Revenue for non-water-related expenses, and made unsupported assertions about 

Water Revenue deposits. (Pl.'s Mot. Ex.3 pl.) Accordingly, on February 24, 2017, Chicago fikd

this Motion 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 (Chicago's "Motion to Declare"), alleging misconduct regarding the Water Revenue by 

Harvey through its municipal officials, Mayor Eric Kellogg and Comptroller Louis Williams. 
(PL 's }...fot. �2.) Additionally, Chicago contends Harvey has denied Chicago real-time access to 

its accounting system as required under the Paragraph 10 of the Consent Decree and seeks' this 

Court order Harvey to provide such access. (Pl. 's Mot Declare iJ�I 5, 43.) 

4 
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Analysis 

In its initial Motion to Declare and for Appointment of a Receiver, Chicago outlined 

several transactions it seeks the Court to find as "unauthorized transactions" under Paragraph 12 

of the Consent Decree. First, Chicago alleges Harvey has spent Water Revenue on non�water

related expenses while water expenses remain unpaid, such as, general city-wide payroll and 

:fraudulent expenditures. (PL's :Mot. �3.) Second, Chicago alleges Harvey transferred over $26 

million of Water Revenue to the General Fund. (PL's Mot. i\�33-34.) Third, Chicago contends 

Harvey failed to deposit $5.98 million of Water Revenue in to the Water Fund in 2015 and 

another $2.75 million in 2016. (Pl.'s Mot. Declare i\4.) Af1:er receiving subpoenaed bank records 

from Fifth Third Bank, Chicago filed a supplemental motion in which it alleged that Harvey has 

failed to deposit all the Water Revenue into the Water Fund and, instead, has deposited some of 

the Water Revenue into a non-segregated account. (PL 's Mem. p.3-6.) Thus, Chicago seeks the 

appointment of a receiver to implement and enforce compliance with state law and the Consent 

Decree. (Pl.'s Mot. �42.) 

Tlze Court Has Jurisdiction to Appoint a Receiver 

First, Harvey contends this Court does not have jurisdiction under the terms of the 

Consent Decree to appoint a receiver and, thus Plaintiffs entire motion is defeated. (Def.'s Resp. 

to Mot. 1-5 .) Specifical1y, Harvey contends that the Consent Decree does not explicitly provide 

that the Court can appoint a receiver pursuant to Paragraph 34, nor does the Consent Decree 

explicitly allow fot the appointment of a receiver based on a finding of "unauthori;�ed 

transactions" pursuant to Paragraph 12. (Defs Resp. to Mot. 1-3.) However, the fact that the 

Consent Decree does not explicitly offer an appointment of a receiver as a remedy does not 

a.dversely affect this Court's jurisdiction to appoint one. Paragraph 34 of the Consent Decree is

sufficiently broad to empower the Court to appoint a receiver even without the explicit language. 

(Pl. 's Mem. Ex.1 134.) Moreover, this Court, as a court of equity, has the inherent power to 

appoint a receiver. City of Chicago v. Concordia Evangelical Lutheran Church, 2016 IL App 

(1st) 151864, �87. 

Paragraph 34 of the Consent Decree is broad enough to grant this Court jurisdiction in 

regards to conflicts under it. Specifically, Paragraph 34 states: 

Retention of Jurisdiction. The Court shall retain juTisdiction over the Lawsuit for 
the purposes of interpretation, implementation and/or enforcement of the terms 
and conditions of this Consent Decree. 

5 
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(Pl. 's Mem. Ex. I �34.) 

The plain language of the Consent Decree demonstrates the parties consented to giving 

this Court power to interpret the Consent Decree, as well as, implement and enforce it. Id. 

Harvey acknowledges the Court possess the power to enforce: "Paragraph 34 of the Consent 

Decree ... provides that this Court has retained jurisdiction over this lawsuit only for the limited 

purpose of enforcing the tem1s of the Consent Decree." (Def's Resp. to Mot. 1). 

However, Harvey maintains that no provision of the Consent Decree allows the Court to 

designate "unauthorized transactions." (Def.'s Resp. Mot. 2.) However, the Consent Decree does 

in fact explicitly allow the Court to make these findings. Paragraph 12 holds that if Chicago 

brings violations of Paragraph 5 and 6 to Harvey's attention and Harvey fails to cure or disputes 

the violations, then "Chicago may request this Court to find the transaction(s) unauthorized." 

(Pl.'s rvrem. Ex.I �12.) Tims, the plain language of Paragraph 12 makes clear that upon 

Chicago's request, this Court can make findings of unauthorized transactions under the Consent 

Decree. (PL' s Mem. Ex. l ,rt 2.) However, even if this is exact language did not exist� Paragraph 

34 is suf-fic.iently broad to permit the Court to make these findings as it gives the Court the power 

to interpret, implement, and enforce the terms of the Consent Decree. (Pl. 's Mem. Ex.I ri34.) 

Thus, it naturally follows that if the Court is to enforce the Consent Decree, it will have to 

determine if there is something that needs enforcing, i.e., make :findings that Harvey is or is not 

complying with the terms of the Consent Decree. Since Paragraph 5 requires all Water Revenue 

be deposited into a segregated bank account and Paragraph 6 requires Harvey to use the Water 

Revenue for water-related expenses, then pursuant to Paragraph 34 the Court has the jurisdiction 

to detennine whether Harvey is properly storing and spending Water Revenue and enforce 

compliance if Harvey is not. (Pl. 's Mem. Ex.l 115, 6.) Thus, the Court is within its power under 

the plain language of Paragraphs 12 and 34 to make determinations of Harvey's compliance with 

the Consent Decree, namely whether 1-Iarvey�s transactions are authorized or unauthorized by r.he 

requirements of Paragraphs 5 and 6. 

Next, Harvey contends that Paragraph 34 of the Consent Dectee is not specific in 

granting the Court authority to appoint a receiver. (Def. 's Resp. to Mot. 1-5.) However, the 

po"ver to appoint a receiver is an inherent power of a coU:rt of equity. City of Chicago v. 

Concordia Evangelical Lutheran Church. 2016 IL App (1st) 151864, 187(''The legislature 

6 
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recognized the inherent power of a court of equity to appoint a receiver and from this 

inferentially stated that a court of equity could reasonably find the appointment of a receiver 

appropriate in a situation ... "); People ex rel, Fahner v. Community Hospital of Evanston, l 08 Ill. 

App. 3d 1051, 1059 (lst Dist. 1982)C'the court shall have all ordinary powers of a court of equity 

to appoint a receiver''). "A court of equity has the power to appoint a receiver of a corporation 

when conditions of dissension, dispute, fraud or mismanagement exist which make it impossible 

for the corporation to carry on its business or preserve its assets ... " Duval v. Severson, 15 Ill. 

App. 3d 634, 642-43 (1st Dist. 1973). lLAlthough the appointment of a receiver is generally a 

harsh remedy, it is an equitable remedy used when in the sound discretion of the trial judge jt is 

needed to insure complete justice." Chicago v. Westphalen, 93 Ill App. 3d 1110, l 126 (1st Dist. 

1981); Poulakidas v. Charalidis, 68 Ill. App. 3d 610, 613 (1st Dist. 1979)("application for the 

appointment of a receiver is addressed to the sound discretion of the courC). Thus, this Court has 

jurisdiction to r,eview the facts of the case and issue appropriate remedies in the enforcement of 

the Consent Decree, which may include the appointment of a receiver. 

Harvey contends that the cases Chicago relied on in its Motion do not demonstrate the 

Court's authority to appoint a receiver. (Def.'s Respon. to Mot. 4.) However, as demonstrated 

this Court, as a Court of equity, does in fact have the power to appoint. In its request for an 

appointment of a receiver, Chicago contends this "Court has the equitable power to enter 

appropriate orders to prevent and restrain future violations of state law and the Consent Decree'' 

and cited to two Illinois cases: (1) Cmty. Renewal Found., Inc. v. Chicago Title & Trust CO, 44 

Ill.2d 284 (1970) and (2) City of Chicago v. Cosmopolitan Nat'l Bank of Chicago, 77 ULApp.3d 

212 (1st Dist. 1979). (Pl.'s Mot.129.) Additionally, Chicago pointed to three persuasive federal 

cases: (l) Local 28 of Sheet Metal Worker's Int'/ Ass 'n v. EEOC, 478 US. 421, 481-82 (1986) 

where the United States Supreme Court approved the appointment of an administrator to 

supervise compliance with a comt order "in light of the difficulties inherent in monitoring 

compliance with the court's orders, and especially petitioners' established record of resistance to 

prior state and federal court orders"; (2) National Organization for Reform of MarUuana Lcnvs v. 

Mullen, 828 F.2d 536, 544 (9th Cir. 1987) where the appellate court upheld the appointment of a 

masfor to monitor implementation of the civil rights decree; and (3) United States v. Microsoft 

Corp_, 147 F.3d 935, 954 (D.C. Cir. 1998) where the federal court notes the "well-established 

tradition allowing use of special masters to oversee compliance." (Pl.' s Mot. if30.) 

7 
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Harvey argues the Illinois holdings are narrow and only demonstrate the Court i s ability 

to appoint a receiver to preserve and restore residential property, and since Chicago is not 

attempting to enforce a building code in this matter, the Court docs not have the power to appoint 

a receiver here. (Def. 's Respon. to Mot. 4.) Additionally, Harvey attacks the federal cases 

alleging tl1at receivers were appointed to enforce compliance with the federal cou1is' orders, not 

an agreement bet\veen the parties, leaving this Court without the power to appoint a receiver 

here. (Def. 's Rcspon. to Mot. 4-) However, as discussed above, it is within the inherent power of 

a court of equity to appoint a receiver and it may do so for a variety of reasons, such as, to 

enforce building codes (Cmty. Renewal Found., Inc., 44 IlL2d 284), to prevent dissension, 

dispute, fraud or mismanagement exist which make it impossible for a corporation to carry on its 

business or preserve its assets (Duval, 15 Ill. App. 3d 634, 642-43), or to 3llow a mortgagee 

possession (Bank of Am., NA. v. 108 N. State Retail LLC, 401 Ill. App. 3d 158, 165 (1st Dist. 

2010)). Thus, if this Court finds the facts of the case merit a receiver in order to carry out justice 

and prevent violations of Illinois I.aw and the Consent Decree, it may do so. 

Harvey Has Com1nitted Unauthorized Transactions Under tlte Consent Decree Rendering the 

Appointment of a Receiver Appropriate 

Pursuant to Paragraph 12 of the Consent Decree, the Court may determine whether 

Harvey violated Paragraphs 5 and 6 and make a finding of "unauthorized transaction. ii (PL' s 

:rvfot. Ex. 1 112.) Harvey has alleged several violations under each paragraph and the Court 

addresses each potential unauthorized transaction. 

Non-Water-Related Spending 

Chicago alleges that Harvey has used Water Revenue for non-water-related expenses in 

violation of Paragraph 6, including fraudulent transactions and various non-water-related city 

spending. (PL's Mot. 13,) I-farvey is required to use the' Vvrater Reveriue for water-related 

expenses by Illinois law, the Consent Decree, and this Court's January Order. Under Illinois la.w, 

Harvey may only use Water Revenue for wateH·elated expenses, unless all water-related 

expenses are satisfied: 

All the income received by a municipality from such a system of waterworks, 
from tbe payment and collection of water rents or rates, shall be kept in a separate 
fund and shall be applied first in the payment and discharge of the principal 
of and the interest on bonds or money bonowed and used in the construction 

of the waterworks and of the operating expenses thereof. Any surplus may be 
applied in such manner as the corporate authorities may direct 

8 
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65 ILCS 5/11-126-6 (emphasis added.) 

Additional.ly, Paragraph 6 of the Consent Decree requires Harvey to "use Water Revem1e 

first for statutorily-approved water-related expenses, and that it will not use any Vl ater Revenue 

for non-water-related expenses, if water-related expenses remain unpaid ... " (PL' s Mot. Ex. I 

16.) Lastly, the Court's January Order specifically prohibited Harvey "from paying non-water

related expenses with Water Reven.ue while water-related expenses remain unpaid." (Order Jan. 

20, 2017 p9.) Indeed, Harvey is obligated only to use the Water Revenue on water-related 

expenses, as currently water expenses remain unpaid. Essentially, there are three categories of 

water-related expenses: (l) current.purchases of water from Chicago; (2) settlement payments to 

· Chicago; and (3) ·water-related expenses for the running of the utility, including billing and

collections as well as maintenance and repairs. (Pl.'s Mot. Ex. 7 iJ22).

First, Chicago alleges fraudulent payments were made from the Water Fund to pay bills 

to Kay Jewelers, Kohl's Department Store, and a Capital One credit card, and to rnake a 

contribution to a 529 college fund account. (Pl.'s Mot. �3.) In its December 16, 2016 Letiter, 

Harvey not only admitted to the fraud and mis-use of water funds, but also expressed indignation 

at Chicago's concern: 

The amounts you noted as the City paying non-related expenses from water 
account are an insult. The thought that the City would pay Kay Jewelers, Kohl's 
Department Store and other such bills out of City funds, indicates that your 
impression of the City is that we condone fraudulent activities, and nothing can be 
further from the truth. We are surprised that this was reduced to writing without 
looking at the bank statements in detail, whereby it would have been noted that 
these fraudulent activities were reimbursed to the City. We know that we are not 
the only governmental entity; business or individual that has had fraudulent 
activity posted to its checking account. 

(Pl.'s Mot. Ex. 3 p2.) 

Instead of providing more infonn.ation regarding the admitted fraudulent transactions and 

steps that Harvey intends to take to prevent such fraudulent transactions in the future, Harvey 

excuses the problem by essentially saying "it happens to everyone." Id J\,foreovcr, Harvey failed 

to address the fraudulent payments in both its Response to Chicago's l\fotion to Appoint a 

Receiver and in its Response to Chicago's Supplemental Memo. (Def.'s Resp. Mot. 5-6 and 

Def.'s Resp. Supplemental Mem. 7�8.) Thus, it is undisputed that fraudulent payments were 

9 
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made \Vith Water Revenue. Accordingly, this Court finds the fraudulent payments made from the 

Water Fund are a direct violation of Paragraph 6 and thus are "unauthorized transactions" 

pursuant to Paragraph 12 of the Consent Decree. 

Second, Chicago alleges that Harvey has used Water Revenue to pay non-water-related 

expenses, such as general city payroll. (Pl.'s Mot. �3.) First, Harvey's December 16, 2016 Letter 

did not deny that it used Water Revenue for non-water-related expenses, but simply referred 

Chicago to its annual report: "Our simple response to your assertions is for you to review pages 

14-17 of the City's Annual Financial Reports for April 30, 2015 and 2016.n (Pl.'s Mot. Declare 

Ex. 3 pl.) The pages c.ited by Harvey represent a chart, entitled "Statement of Net Position

Propriety Funds'' for the Water Revenue found in "City of Harvey, Illinois Annual Financial 

Report for the Fiscal Y car Ended April 30; 2016" ("2016 Annual Report") that was prepared by 

an independent auditor. (PL's Mot Ex5 p.14-17, 42.) However, in "Harvey's Management Letter 

for the Fiscal Year Ended April 3 0, 20 l 6i1 that accompanied the 2016 Annual Report, Harvey 

admits to using the Water Fund to meet the city's budgetary shortfalls: 

Previously during our current year�end audit procedures, we noted the City's 
financial condition has continued to deteriorate from the prior year. We noted that 
the expenditures out of the General Fund have been causing the City to borrow 
from its other funds, including the TIF Funds and the Water Fund, in order to 
meet its obligations. 

(Pl. 's Mot. Ex.4 i!27.) 

By Harveis own admission, it has been "borrowing" Water Revenue io the Water Fund 

to satisfy other non-water-related city expenses. Id Moreover, Harvey did not deny or even 

address its use of the Water Revenue for these non-water expenses in either its Response to 

Chicago's l'vfotion to Appoint Receiver or in its Response to Chicago's Supplemental Memo. 

(Def. 's Resp. Mot. 5-6 and Def. 's Resp. Supplemental Mem. 7-8.) Thus: it is undisputed that 

Harvey has used Water Revenue to pay non-water-related expenses. Accordingly, this Court 

finds the use of Water Revenue to pay non-water�relatcd expenses while water expenses remain 

unpaid to be a direct violation of Paragraph 6 and thus are "unauthorized transactions" pursuant 

to Paragraph 12 of tbe Consent Decree. 

Futiher, both unauthorized transactions regarding the improper use of the Water Revenue 

make an appointment of a receiver appropriate. First, the occurrence of the fraudulent payments 

and Harvey's cavalier attitude to·wards them support the need for a receiver. To this date, Harvey 
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has failed to provide any information as to how much money was taken, \':ho took the money, 

what, if any investigative steps were taken, what potential discipline or criminal charges were 

pursued, how much was reimbursed and by whom, or what measures were implemented to 

prevent such further fraud. Instead of taking any proactive measures, Harvey simply deflects 

responsibility. (Pl.'s Mot. Ex. 3 p2.) The fact that HaCTey has allowed fraudulent transactions to 

occur and its poor attitude in the addressing the issue make a receiver necessary. 

Second1 Harvey has a demonstrated history of failing to properly use the Water Revenue 

for water-related expenses. First, Harvey fell so far behind in paying its water bills to Chicago 

that Chicago had to sue Harvey in 2012. After a judgment was entered against it, Harvey signed 

the Consent Decree in which it agreed to use Water Revenue to pay water-related expenses, 

specifically payitig its past water bills and staying current on its new ones. Next, Harvey failed to 

meet its obligations under the Consent Decree and the Cow1 once again ordered Harvey to use 

Water Revenue only for water-related expenses. (Order of Jan. 20, 2017, p9) However, Harvey 

has now failed to follow this Court's Order. Further; Harvey failed to cure the unauthorized 

transactions of the Water Revenue after receiving Chicago's Request for Clarification as is 

required by the Consent Decree, forcing Chicago to bring this motion. (Pl. 's Mot. E:x:. l ifl 2.) In 

conclusion, Harvey has failed to follow Illinois law, failed to follow its own Consent Decree, 

failed to follm\1 this Courf s Order, and failed to cure the unauthorized transactions outlined in 

Chicago's Letter. Harvey cannot be trusted to only spend Water Revenue on water-related 

expenses. 

Accordingly, the occucrence of multiple fraudulent pa)'ments, Harvey's cavalier attitude 

towards these instances 1  and its demonstrated history of misusing Water Revenue not only make 

a receiver appointment appropriate, but necessary to ensure that Harvey follows the law, the 

Consent Decree, and this Court orders. 

Deposit Failures 

In its original motion, Chicago contends that Harvey failed to deposit all Water Revenue 

into the Water Fund, specifically $5.98 million in 2015 and $2.75 million from January-August, 

2016. (Pl.'s Mot. ,i4.) Once it received bank records from Fifth Third Banlc, Chicago filed a 

supplemental memo to further allege that Water Revenue collected from Harvey's residents and 

bu.sinesscs was also not deposited into the segregated account after the January Order was 

entered 2017. (Pl.'s Mem. p.3.) Harvey is required to deposit all Water Revenue into a 
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segregated account, the Water Fund, by I!linois law and the Consent Decree. Under Illinois law, 

all the income recejved by Harvey "from the payment and collection of water rents or rates, sh.all 

be kept in a separate fund." 65 ILCS 5/11 "126-6. (emphasis added.) Additionally, Paragraph 5 

of the Consent Decree requires Harvey to deposit "all revenue or income generated by its 

waterworks system ("Water Revenue"), including money Harvey earns by reselling the water 

provided by Chicago to residents, industry and commercial enterprises "'�thin Harvey and any 

customers outside of Harvey, including [Do\vnstream Municipalities), into a specific, identified 

and segregated bank account." (Pl. 's Mot. Ex.1 is.) Harvey, by la\v and through its own 

agreement, is obligated to deposit all Water Revenue into the water fund. 

First, Chicago contends Harvey failed to deposit all Water Revenue into the Water Fund 

since the January 2017 Order was entered and attached the subpoenaed Fifth Third Bank 

statements to support its claim. (Ptis Mem. ,3 and Ex. A-B.) The Water Fund statements show 

deposits from Payment Service Network Inc. (''PSN"), which Harvey utilizes to collect water bill 

payments from its residents and businesses. (Def.'s Resp. Mem. Ex. A if6.) From September, 

2016 through January, 2017, the Fifth Third Bank Water· Fund statements show there were 

approximately 30 PSN deposits into the Water Fund each month. (Pl. 's tv·.fem. Ex. A.) How·ever, 

after the January 2017 Order was entered and the Water Fund account was frozen�meaning 

Harvey would no longer have the ability to withdraw funds from it-the deposits began to 

drastically decline, (PL's Mem. Ex. A) In February, 2017, only l O PSN deposits were made and 

in March, 2017 zero PSN deposits were made into the Water Fund. (PL's Mem. Ex. i\.) 

Accordingly, the Fifth Third Bank statements for the Water Fund from September, 2016 through 

March, 2017 show the decline in total funds and PSN deposits: 

Month Total Deposits into the Number of PSN 
Water Fund deposits into the 

Water fond 
September, 2016 $1,653,719.48 30 
October, 2016 $1,531,837.98 31 
November, 2016 $887,043.91 30 
December, 2016 $662,920.08 29 

January, 2017 $947,107.63 31 

February, 2017 $51,757.77 10 
March, 2017 $14,813.62 0 

(Chart created by Court based on data in Pl. 's Mem. Ex. A .. ) 
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While the PSN deposits into the Water Fund ground to a halt, PSN deposits began and increased 

in another Harvey account at Fifth Third Bank, the "City of Harvey Pooled Disbursement" 

("Pooled Account"). (Pl.'s Mem. Ex:. B.) In February, 2017, there were 18 PSN deposits made 

into the Pooled Account and over 30 PSN deposits in March, 2017. (Pl.'s Mem. Ex. B.) 

Harvey does not deny that Water Revenue collected through PSN is now being deposited 

into the Pooled Account (Def. js Resp. Mem. Ex. A ifl5.) In fact, Harvey admits that Water 

Revenue is going into the Pooled Account, but contends it is still being used for water-related 

expenses: 

It is· my understanding that the City of Chicago claims that the 
Pooled Disbursement Account that receives water related funds is not being used 
for the operation of the Water System. . . . However, all water related 
funds are exclusively being utilized for the operation of the Water System. 
Those water related funds are utilized to pay employees, maintain the 
pumping stations and pay for utility service for those pumping statjons. 

(De.f's Resp. Mcm. Ex. A i/15.) 

Not only does Harvey admit to putting Water Revenue in a Pooled Account, it dismisses 

its actions as a problem and complains that since the Water Fund account was frozen in January, 

2017 it needs the money in another account so that it can make payroll and other expenses. (id.). 

However, this is not the law, nor what Harvey agreed to in the Consent Decree. Harvey is not 

required to place some of the Water Revenue in the Water Fund, nor may Harvey deposit \\Tater 

Revenue in other accounts if Harvey thinks it needs to do so. Harvey must place all Water 

Revenue into the Water Fund and any failure to do so is a violation of Paragraph 5 of the 

Consent Decree. 

Harvey contends that the decrease in Water Revenue can be. explained. As Comptroller 

Williams explained in his declaration
) 
Harvey invoices approximately $700,000 a month from its 

residents and businesses and receives payment only on about 80% of the bills, which explains the 

lower deposits. (Def.'s Resp. Mem Ex. A 112.) Even taking Comptroller Williams at his word 1 if 

only 80% of $700,000 was actually paid to Harvey, then Harvey receives $560,000 of Water 

Revenue a month. Hov,revcr, only $51,757.77 was deposited into the Water Fund account in 

February, 2017 and only $14,813.62 was deposited in March
) 

2017. (Pl.'s Mem. Ex. A.) By 

Harvey's own Comptroller's estimatio.n, over a million dollars of Water Revenue was not 

deposited into the Water Fund in March and Febnrnry of 2017 and is still unacc01mted for. The 
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Court finds this to be another admission by Harvey that it is failing to deposit all Water 

Revenue into the Water Fund account. 

Harvey also tries to explain that the low balances in the Water Fund in March and 

February are the result of the DO\vnstream Municipalities making payment to Chicago. (Def.' s 

Resp. Mem. pS.) While this would certainly cause a decrease in the balance of the Water Fund_, it 

offers no explanation as to why the Water Revenue being collected from Harvey residents and 

businesses through PNS is no longer being deposited into the Water Fund, but being deposited 

into the Pooled Fund. It also does not explain ,:,,,here the estimated $560,000 of \\Tater Revenue 

collected each month went in February and March of 2017. Thus, this argument too fails. 

In conclusion, the Fifth Third Bank statements for the Water Fund and the Pooled 

Account demonstrate that in February and March of 2017 Harvey deposited Water Revenue into 

a non-segregated account; Harvey admitted to depositing Water Revenue into the non-segregated 

account; Harvey admitted to its failure to deposit hundreds of thousands if not a million dollars 

of Water Revenue into the Water Fund; and l-farvey has failed to provide an accounting of where 

that money went. Thus, it is not disputed that all the Water Revenue did not go into the Water 

Fund in February and March of 2017. Accordingly, this Court finds Harvey's failure to deposit 

all Water Revenue into a segregated account, the Water FW1d, is a direct.violation of Paragraph 5 

and thus is "unauthorized transactions" pmsuant to Paragraph 12 of the Consent Decree. 

Second, Chicago contends that Harvey failed to deposit all Water Revenue into the Water 

Fund in. 2015 and 2016, specifically $5.98 million in 2015 and $2.75 million from 

JanuaryAugust, 2016. (PL 's Mot. if4.) Chicago hired a forensic accountant, Ronald Cote, to 

perform a financial analysis of Harvey's Water Revenue collection and deposits. (PL 's :tvfot. 7 

,r,r2-3.) In a sworn declaration, Cote concluded that ''during the calendar year 2015, the 

Utility Billing System sub-Ieger in the ACS System recorded $5.98 million more in 

payments having be.en received by Water Fund than. was deposited into the Water Fund Account, 

as shown in the Water Fttn.d Account bank statements." (Pl.'s Mot. 7 'i/18.) Thus, Cote 

concluded this indicates that Harvey did not deposit $5.98 million of Water Revenue into the 

Water Fund and it is unknown where the money went. (Pl.'s Mot.? ,r18.) To support his 

conclusion, Cote included a table that depicted the cash received through the utility billing 

service from each month in 2015 compared to the cash deposited into the \Vater Fund in each 

respective month, (Pl.'s Mot. 7 '1'[18.) After calculating the difference frorri the cash received and 

the cash deposited for each month, the total 
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of non-deposited Water Revenue from 2015 equaled $5.98 million. (Pl.'s .Mot. 7 �18.) Cote 

conducted the same analysis for the first six months of 2016 and provided another table that 

depicted the cash received through the utility billing service and the cash deposited into the 

Water Fund. (Pl.'s Mot. 7 ,rl9.) Cote concluded that from January to August 2016, the utility 

billing system sub�ledger in the ACS system records $2.75 million more in cash received than 

was deposited into the Water Fund. (Pl.'s Mot. 7 ,r19.) Again, it is unknown where the money 

has gone. (Pl. 's Mot. 7 ,r19.) 

In response to the allegation of over $8 million of unaccounted Water Revenue, Harvey is 

wholly silent. First, Harvey's Letter never addressed the missing $5.98 million from 2015 or 

$2.75 mUiion from 2016. (Pl.'s Mot. Ex 3.) Pursuant to Paragraph 12, if Chicago seeks 

clarification for a possible violation of the Consent Decree, Harvey is required to cure the 

violation or offer an explanation as to why it is not a violation. (Pl. 's l\fot Ex 1 �12.) As Harvey 

did not produce the missing money, nor offer an explanation, it agai11 violated the Consent 

Decree. Next, Harvey's Response to Chicago's Motion also failed to acknowledge or explain the 

missing Water Revenue from 2015 and 2016. (Def.'s Resp. Mot. pS-6.) Moreover, Harvey's 

Response to Chicago's Supplemental Memo also failed to offer an explanation for the 

discrepancies between the 2015 and 20 l 6 utility billing services sub-ledger cash and the c:ash 

deposited into the Water Fund. (Def, 's Resp. Memo.) 

Harvey does attempt to offer an explanation as to why the "pre�November 2016 amounts 

are inflated," noting transfers from the General Fund. (Dcf.'s Resp. Mem. p5.) I:fowever, that is 

only a potential explanation for why the Water Fund balances were higher a year ago; it is not an 

explanation for why there are such drastic discrepancies between the utility billing services sub

ledger cash and the Water Fund deposits in 2015 and 2016. Further, in Harvey's Response to 

Chicago's Supplemental Memo, Harvey cmnplains that Cote <Lcould not possibly teach any 

conclusion with a reasonable degree of accounting certainty'' because he has failed to analyze the 

account records and ledgers of Harvey. (Def. 's Resp. Mem. 5.) First, if Chicago is rnissing any 

records it is because Harvey has failed to provide them and is in further violation of the Consent 

Decree. Moreover, if there are records that Harvey has failed to provide to Chicago but that do 

offer an explanation for the $8 million discrepancies between the utility billing services sub

ledger cash and the Water Fund deposits in 2015 and 2016, then Harvey should be able to offer a 

sound explanation Vvi.th the supporting records to this Court. Howevet;, Harvey has not. 
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Thus, based on Cote's sworn declaration, the supported data from ACS, and Harvey's 

lack of an alternate accounting of the funds, Harvey has failed to deposit over $8 million of 

Water Revenue into the Water fund from January, 2015 through August, 2016. (Pl.'s r-.fot. 

71�2-3.) Accordingly, this Court finds Harvey's failure to deposit all Revenue into a 

segregated account, the Water Fund, in 2015-16 to be a direct violation of Paragraph 5 

and thus is "unauthorized transactions" pursuant to Paragraph 12 of the Consent Decree. 

Further, the unauthorized transactions of failing to deposit all Water Revenue into the 

Water Fund in 2015, 2016, and 2017 and Harvey's flippant attitude towards these failures make 

an appointment of a receiver appropriate. First, Harvey cannot be trusted to make the deposits 

because despite the law, Consent Decree, and the January Order, Harvey deposits only some of 

the Water Revenue into the Water Fund, some of the money is comingled, and some of it 

disappears. Second, Illinois law, Consent Decrees, and Cotirt orders have had no effect on 

Harvey, shov.ing that a receiver is now the appropriate next step. Third, Hatvey's dismissive 

attitude demonstrates its failure to take the inaccurate deposits seriously. Instead of offering a 

proper explanation for the missing funds or bringing the deposits into compliance, it instead 

makes W1supported claims it is following the law or makes excuses about Harvey's struggling 

financial situation. Lastly, Harvey's lack of transparency and refusal to provide an accounting of 

the Water Revenue make a receiver necessary to ensure Water Revenue is deposited properly. In 

order to get the information it needed to bring this motion, Chicago had to subpoena Fifth Third 

Bank because Harvey would not provide them. (Pl.'s lVIemo. p2.) In conclusion, Harvey has 

failed to follow Illinois law. failed to follow its own Consent Decree, failed to follow this Court's 

Order, failed to offer an accounting of where the missing Water Revenue is, and failed to grasp 

the severity of their years of illegal conduct. 

Harvey opposes the appointment of a receiver arguing that because all the downstream 

municipalities pay Chicago directly there is nothing for a receiver to monitor. (Def. 's Resp. Mot. 

5.) This is simply untrue. While the receiver may not be needed to monitor the Water Revenue 

generated from the downstream municipalities, it is clear a receiver is needed to monitor the 

revenue generated from tile residents and businesses of Harvey. 

Harvey also argues that it cannot afford a receiver because it is already paying someone 

to manage the Water Revenue and the Fund (i.e. Williams). (Dcf.'s Resp. Mem. p.2.) However, 

Harvey has been paying Williams ( or his fitm) $19,000.00 per month for part-time work as 
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Comptroller. (V/illams Dep. p73). The money that is presently being used to pay Williams can 

be used to pay the receiver. More importantly, the evidence estabhshes that Williams either is 

unwilling or unable to handle water revenue in a manner consistent with Harvels legal 

obligations as detailed above. Th.us, it is imperative that the money Harvey presently expends to 

pay Williams, who cannot ot will not force Harvey to comply with its obligations, be used to pay 

an independent receiver who w.ill insure compliance with the law. 

Accordingly, Harvey's failure to deposit all of the Water Revenue into the Water Fund in 

2015 i 2016, and 2017 and Harvey's dismissive attitude towards these failures make an 

appointment of a receiver not only appropriate, but necessary to ensure. that Harvey follows the 

law, the Consent Decree, and this Court's orders. 

Jnter-futzd Transfer 

Chicago contends that Harvey has transferred over $26 million dollars from the Water 

fund to Harvey's General Fund. (Pl.'s Mot. ,r,r33-34.) As discussed, Harvey is required to 1tse the 

Water Revenue only for water-related expenses by Illinois law (65 ILCS 5/1 l · 126-6), the 

Consent Decree 65 ILCS 5/11-126-6, and this Court's January Order (Order Jan. 20, 2017 p9.) 

However, the 2016 Annual Report, which was prepared by an independent auditor, shows a 

transfer from the Water Fund to Harvey's "General Fund" in the amount of $26,459,559. (Pl.'s 

:tvfot. Ex5, p42.) Additionally, "Harvey's Management Letter for the Fiscal Year Ended April 30, 

2016" that accompanied the 2016 Annual Report, Harvey admits to using the Water Fund to 

meet the city's budgetary shortfalls: " ... the expenditures out of the General Fund have been 

causing the City to borrow from its other funds, including ... the Water Fund, in order to meet its 

obligations." (PL 's Iv1ot. Ex: 4127.) 

Again, Harvey offers no explanation. First, I-Ian1ey' s Letter never explained why the 

2016 Annual Report shows a transfer from the Water Fund of $26,559,807 to the General Fund. 

(Pl. 's Mot. Ex 3.) Next, Harvei s Response to Chicago's :tvfotion also failed to acknowledge or 

explain the transfer. (Def.'s Resp. Mot. p5-6.) Moreover, Harvey's Response to Chicago's 

Supplemental Memo also failed to offer an explanation. (Def. 's Resp. Memo.) A.t no point has 

Harvey provided an explanation as to when these funds were transfened, how the funds will be 

paid back and on what timeline. Thus, based on Harvey's admission in the 2016 Annual Report 

and Harvey's complete lack of explanation, it is undisputed that Harvey has used Water Revenue 

to pay non-water-related expenses. Accordingly, this Court finds the use of Water Revenue to 
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pay non-water-related expenses while water expenses remain unpaid to be a direct violation of 

Paragraph 6 and thus are ''unauthorized transactions" pursuant to Paragraph 12· of the Consent 

Decree. 

Further, the unauthori7-ed transaction regarding the improper use of the \\Tater Revenue 

and Harvey's total silence make an appointment of a receiver appropriate. First, the fact that such 

a massive amount of Water Revenue, $26 million, has not been used for water-related expenses 

while Harvey has many unpaid ,vater expenses, such as the outstanding Judgment to Chicago, 

outstanding water bills, and water management expensesi is egregious, Further, the fact that 

Harvey has provided no accounting to track the amount of Water Revenue taken, nor a plan to 

ensure the money is paid back indicates that at best Harvey is disorganized
i 

but at worst Harvey 

does not intend to pay the Water Fund back. Moreover, it demonstrates a full disregard of the 

law, the Consent Decree, and this Court's orders. Accordingly, a receiver is necessary to 

ascertain exactly how much water revenue has been transferred out of the water account\ to 

create a plan for its repayment, and to assure that any Water Revenue Harvey collects from its 

residents is deposited and remains in the Water Fund. 

Harvey Has Violated Paragraph 10 oftlte Cons,mt Decree and Is Ordered to Provide Harvey 

with Uninterrupted ReaMime Access 

Chica.go contends that Harvey has failed to provide real-time access to Harvey's col.lld

based financial system. On June 9, 2017, this Court ordered that Harvey is to provide Chicago 

with immediate and ongoing real-time access to Harvey's ACS System and quarterly and annual 

reports as required by section 10 of the Consent Decree and copies of its Water Fund bank 

statements as required by section 5 of the Consent Decree, These rulings stand. 

Harve}'''s Motion to Strike or File a Sur-Reply 

As stated above, Harvey contends that the Second Supplemental Declaration of Ronald 

Cote contains new facts and/or conclusions to which Harvey has not had the opportunity to 

respond. Accordingly, Harvey has moved to strike the Reply Brief or file a Sur-Reply. In this 

ruling, the Court has not relied on any infonnation contained solely in the Second Supplemental 

DecJaration of Ronald Cote and therefore Harvey's motion is denied as moot. 

Conclusion 

The importance of appointing a receiver to monitor what is happening in Harvey cannot 

be understated. The people who live in the downstream municipalities and the City of Harvey 
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depend on Harvey's \.Vater system for their supply of clean, potable water. The water system 

must be maintained and funds are needed to properly maintain that system. It is undisputed that 

Harvey's water fund finances are in disarray, and are being unlawfully raided by Harvets 

government to pay for non-water re.lated expenses. Harvey has not presented the Court with any 

evidence that it has policies and procedures in place to halt unauthorized expenses� including 

payments on personal accounts. Chicago phrases the danger best "lack of funds means lack of 

maintenance, lack of service, and, in the end, the real danger of interruption of the supply of 

clean drinking water to the thousands of people who depend on Harvey to deliver it.:, (Reply 

p6). The Court wholeheartedly agrees. The appointment of a receiver is necessary and imperative 

to protect the water supply for the people who depend on Harvey's water system. 

Chicago's Motion to Declare Transactions Relating to City of Harvey's Water Account 

"unauthorzed Transactions') under the Consent Decree and for Appointment of a Receiver as an 
i

Independent Monitor is granted. 

The fraudulent payments made from the Water Fund are a violation of Paragraph 6 of the 

Consent Decree and are found to be unauthorized transactions pursuant to Paragraph 12-

Th,e use of Water Revenue to pay Harvey's non-water-related expenses is a. violation of 

Paragraph 6 of the Consent Decree and is found to be unauthorized transactions pursuant to 

Paragraph 12. 

Harvey's failure to deposit all Water Revenue into the Water Fund in February and 

March, 2017 is a direct violation of Paragraph 5 and thus is found to be an unauthorized 

transaction pursuant to Paragraph 12 of the Consent Decree, 

Harvey's failure to deposit over $8 million of Water Revenue into the Water Fund in 

2015-16 is a direct violation of Paragraph 5 and is found to be an unauthorized transaction 

pmsuant to Paragraph 12 of the Consent Decree. 

Harvey's transfer of $26 million of Water Revenue to the General Fund to pay non

water�related expense is a direct violation of Paragraph 6 and is found to be an unauthorized 

transaction pursuant to Paragraph 12 of the Consent Decree. 
A Receiver as an independent monitor is appointed at Harvey's Expense. 
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Harvey is to provide Chicago real-time access to Harvey's cloud-based financial system 

(formally called the ACS System which shall include Utility Billing System, the Accounts 

Payable System., the 

successor system. 

DATE: July 19, 2017
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Judge Kathleen M. Pantle 




