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Water Billing 
Correction

City Council Meeting

November 20, 2018



The water fund receives NO tax revenue and is a 
stand-alone ‘company’ that relies solely on water 
fees.

No general fund revenue has been or will be used to 
support a utility.



The water fund currently has reserves in the amount 
of $2.8 million, or 54% of annual revenue.

Reserves are used to maintain and improve the water 
system.



The water master plan currently has $27 million in 
improvement projects scheduled over the next 10 
years.

These projects are funded by the water rates.



What happened?



Tiered rate structure was misunderstood by the utility 
billing department
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$340.70 $415.75 $40,198 $50,705



Utility billing programmed the rates for 1.5” 
meters at 10% of actual rate (decimal)

Adopted Billed
Tier 1 $0.95 $0.095
Tier 2 $1.15 $0.115
Tier 3 $1.40 $0.140
Tier 4 $1.75 $0.175
Tier 5 $2.50 $0.250



Utility billing system continued to use legacy 
seasonal rates which overrode the rates

Summer rate from May 2017
Winter rate from November 2017
Incorrect tiered rates from April 2018



Institutional consumption data appears 
inconsistent with prior years during the same 
months



What is the impact?



The minimum financial impact to the water 
fund is $814,000.



Due to the inconsistency of the consumption data, 
it is not possible to calculate the exact amount of 
revenue loss.



All water users received some financial benefit 
from these billing issues.



The water fund is stable and has enough 
reserves in place to allow us to continue with 
our capital projects plan for the next several 
years. 



This revenue loss may delay certain capital 
projects but will not eliminate them.



What are the solutions?



The utility billing system has been 
reprogrammed with the correct volumes and 
rates.



ALL utility bills are being tested 
independently and compared with the 
system-generated billing for accuracy.



Policies and procedures are being developed 
to support the practices of utility billing. They 
will include an internal control structure.



What is the 
recommendation?



Recommend the Council authorize the forgiveness 
of any amounts that were not billed by the water 
fund due to these administrative and technical 
errors during the period of April through October.



Questions and 
comments



 

 

RESOLUTION NO.________ 
 
 A RESOLUTION ACKNOWLEDGING AN ERROR IN WATER BILLING AND   
 FORGIVING THE BALANCE OWED BY WATER USERS AS A RESULT OF 
 THE UNDERCHARGE. 
 
 Whereas, the water utility fund is a self-supporting enterprise fund that is fully 
financed by user fees and as such, no taxes or other general fund money is used by the 
water fund; and  
 
 Whereas, on March 6, 2018, the City Council established, as required by state law, 
new water conservation rates that require the City to charge water rates using a tiered 
rate structure that increases the cost of water as the volume of water used increases; and 
 
 Whereas, the tiered rate structure was effective for all water consumed after April 
1, 2018; and 
  

Whereas, due to several administrative and technical errors that occurred during 
the implementation of this new rate structure, bills for all water accounts were 
undercharged for the months of April through October; and  
 
 Whereas, City staff has worked diligently since the error’s discovery to analyze a 
formidable amount of data to identify the issue and determine the financial impact of the 
revenue loss to the water fund as a result of the underbilling; and 
 
 Whereas, City staff has determined that all water meters were underbilled resulting 
in a total loss of revenue to the water fund of a minimum of approximately Eight Hundred 
Fourteen Thousand Dollars ($814,000); and  
 
 Whereas, the loss will delay certain capital improvement projects but will not affect 
the general fund or other city services and the water utility fund remains sound; and  
 
 Whereas, the billing system has been corrected which means that the water 
conservation rates originally passed in April will be billed beginning in November; and 
 
 Whereas, the City Council has determined that it would be an unnecessary and 
undue hardship on the water users of the water utility to retroactively bill the undercharge; 
and  
 
 Whereas, the City Council has determined that it is in the best interest of the City 
to forgive the balance owed by water users resulting from the underbilling from April 
through October of this year. 
 



 

 

 NOW, THEREFORE, BE IT RESOLVED by the Murray City Municipal Council as 
follows: 
 
 1. The City will forego the amounts not charged to water users of the water 
utility from April through October, 2018 due to the administrative and technical errors that 
occurred during the implementation of the new water conservation rates.  
 
 2. The City acknowledges that this decision to not pursue the collection of the 
undercharges results in a loss to the water fund of a minimum of approximately Eight 
Hundred Fourteen Thousand Dollars ($814,000).  
 

  DATED this     day of            , 2018. 
 

MURRAY CITY MUNICIPAL COUNCIL 
 
 
 

_____________________________________ 
 Diane Turner, Chair 

 
 
ATTEST: 
 
 
 
________________________________ 
Jennifer Kennedy, City Recorder 
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