
                                              Agenda Item #: __________________________________ 
 
 
 

      Staff Report 
              City of Manhattan Beach 

 
 
 
TO:   Honorable Mayor Powell and Members of the City Council 
 

THROUGH:  David N. Carmany, City Manager 
 

FROM:  Jim Arndt, Director of Public Works 
    
DATE:  June 5, 2012 
 

SUBJECT: Skechers USA Inc. Water and Sewer Bill Reimbursement of $242,866.48 
for Overpayment of Water and Sewer Charges and Delegate to the City 
Manager Authority to Execute Settlement Agreement 

 
 

RECOMMENDATION:   
Staff recommends that the City Council authorize settlement of a claim and reimburse 
$242,866.48 to Skechers USA Inc. for overpayment of water and sewer charges that occurred 
from July 2007 through April 2012 and delegate to the City Manager authority to execute a 
settlement agreement on behalf of the City in the form approved by the City Attorney. 
 
FISCAL IMPLICATIONS: 
Water and sewer reserves will fund the $242,866.48 reimbursement, with $189,431.73 coming 
from the water reserves and $53,434.75 from sewer reserves.  
 
BACKGROUND:   
The meter installed for water consumption at 330 S. Sepulveda (Sketchers) is a Sensus 3” turbine 
meter with an eight(8) dial register, measuring water flow in units of Cubic Feet.  Each of the 
eight dials represent a place holder in the totalized units of water flow through the meter, 
beginning from right to left at .10 cubic feet and going to 1 million cubic feet (see Attachment I). 
 
In July, 2007 meter #67299307 was installed at 330 S. Sepulveda with a meter register read of: 
 

0,000,000.0 Cubic Feet 
 

On the dials of the most common residential and commercial water meters, a place holder for .10 
cubic feet is not used and the first two dials, 1 cf and 10cf, are identified by black or red 
backgrounds indicating to the meter reader not to enter these as a place holder in the metered 
consumption (water consumption is billed in units of 100 cubic feet or HCF). 
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During the initial meter reading cycles following the meter installation in July, 2007 the City 
meter reader incorrectly dropped the first two dials to the right (as customary in most common 
meters because they are blacked out) and entered the remaining dials to the left as the read.  This 
resulted in the dial representing 10cf being reported as 100cf.   

EXAMPLE: In May, 2008 the meter register read 0048209.1.  The meter read was entered as 
4820 when the correct read should have been 482. 
 
This meter reading error continued during the first four meter reading cycles (8 months) and was 
subsequently corrected during the re-read until the May, 2008 reading when the 4 digit read 
(including the 10cf dial) was inaccurately verified as the “correct” read.  As a result, following 
meter reads were entered to include the 10cf dial.  In many instances it prompted re-reads and 
was verified as the correct read. 
 
Once a mistaken “high read” or “low read” is verified as accurate in the billing system, the read 
consumption is used as a metric for comparative analysis and inaccurate reads are accepted. 

The incorrect high reads resulted in billing tenfold over what should have been billed.  For 
example, in 2011, Skechers paid $119,963.40 for water, when they should have paid $3,474.  
This was a consistent pattern beginning in July 2007 when the meter was installed until April 
2012 when staff was made aware of the meter misreads.   
 
DISCUSSION: 
Because of ongoing rereads since July 2007 and further investigation by Skechers of their water 
use, staff further investigated the meter and its operation and concluded that the meter had been 
misread.  Staff met with Joe Balogh, Skechers Manager of Facilities Maintenance on Thursday 
May 3rd, 2012 to discuss the matter.  As stated above, the misreads caused the Skechers facility 
at 330 Sepulveda Blvd. to be billed 10 times more than what they should have for water and 
sewer services.   
 
Staff has conducted a thorough and complete review of the incident and determined and 
confirmed the following: (i) that the misreads occurred consistently in the same percentage for 
each billing cycle beginning in July 2007 through May 2012; and (ii) this misread was an 
isolated incident as the meter serving the Skechers facility is a “one of a kind meter” in the 
system.  
 
It is important to point out that no other businesses or residential meter are impacted by the 
Skechers billing error.  The three – inch meter in question serves only Skechers and is the only 
one in service in the City.  To ensure that this error does not occur again, the Skechers meter has 
been replaced with a traditional read meter, and all future meter purchases for the water system 
will be consistent with the current dial – read system.   
 
In order to check that similar problems did not exist in other large meters, staff has reread all 437 
1.5 – inch meters and 389 meters 2 inches or larger.  No errors were discovered.   
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To protect against future reading errors, all Public Works water personnel will be given re-
training regarding reading of various meter types and sizes.  Public Works and Finance are 
working on instituting a system that “flags” any meter that has two consecutive meter re-read 
requests.  Once notified, a supervisor would be required to review and approve the reread results 
and investigate any possible systemic issues surrounding the meter read accuracy.   
 
The City has worked proactively with Skechers to address the problem and is recommending 
approval to reimburse Skechers in the amount of $242,866.48.  There are sufficient funds 
available to reimburse the overbilling.   
 

 
Attachment I: Image of Water Meter   
Attachment II: Skechers claim 
            
 
cc: Bruce Moe, Director of Finance  
 Raul Saenz, Utilities Manager 
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ATTACHMENT I 


























